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ECONOMIC  SECUEITY  ACT 


TUESDAY,  JANUARY  29,  1935 

House  of  Repeesentatives, 

Committee  on  Ways  and  Means, 

Washington,  D.  C. 

The  committee  met  at  10  a.  m.,  Hon.  Robert  L.  Doughton  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  be  in  order. 

It  has  been  suggested  that  Miss  Lenroot,  of  the  Children’s  Bureau, 
would  like  to  make  a supplementary  statement.  If  that  is  the  case, 
we  shall  be  pleased  to  hear  Miss  Lenroot. 

STATEMENT  OF  MISS  KATHERINE  LENROOT,  CHIEF,  CHILDREN’S 
BUREAU,  DEPARTMENT  OF  LABOR 

Miss  Lenroot.  Thank  you  very  much,  Mr.  Chairman.  I appre- 
ciate this  opportunity. 

I understand  that  there  were  some  questions  raised  yesterday 
morning  as  to  certain  administrative  features  of  the  bill  which  I did 
not  cover  in  my  testimony  the  other  day,  because  I was  talking  about 
the  need  for  the  types  of  services  provided. 

The  bill  provides  that  the  maternal  and  child-health  sections  and 
crippled-children  sections  shall  be  administered  by  the  Children’s 
Bureau  in  the  Department  of  Labor,  the  Secretary  of  Labor  having 
responsibility  for  making  the  allotment. 

I wanted  to  explain  to  the  committee  that  the  work  in  the  Children’s 
Bureau  is  under  medical  direction  and  has  always  been  under  medical 
direction. 

The  assistant  chief  of  the  Children’s  Bureau  is  associate  clinical 
professor  of  pediatrics  at  Yale  University  and  1 of  3 women 
members  of  the  American  Academy  of  Pediatrics.  She  has  a very 
distinguished  reputation  among  ph^^^sicians  throughout  the  country. 
She  was  formerly  director  of  the  maternal  and  child-health  division 
of  the  Bureau  and  was  promoted  to  be  assistant  chief  last  month. 
That  position  will  be  filled  by  a physician. 

We  have  4 full-time  medical  officers  on  the  staff  and  2 temporary 
medical  officers  and  2 part-time  medical  officers. 

We  have  two  advisory  committees  of  distinguished  experts:  An 
obstetric  advisory  committee  and  a pediatric  advisory  committee, 
whose  names  I should  like  to  file  in  the  record,  Mr.  Chairman. 

The  Chairman.  Without  objection,  those  names  may  be  made  a 
part  of  the  record. 
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(The  names  referred  to  are  as  follows:) 

Obstetric  advisory  committee; 

Dr.  Fred  Adair,  professor  of  obstetrics,  Chicago  University. 

Dr.  Robt.  De  Normandie,  department  of  obstetrics,  clinical  professor, 
Harvard  Medical  School. 

Dr.  James  L.  McCord,  professor  of  obstetrics,  Emory  University, 
Atlanta. 

Pediatric  advisory  committee: 

Dr.  Richard  M.  Smith,  professor  of  child  hygiene,  representing  Ameri- 
can Pediatric  Society,  Harvard  School  of  Public  Health. 

Dr.  Julius  Hess,  representing  American  Medical  Association;  professor  of 
pediatrics,  Illinois  Medical  School. 

Dr.  Samuel  Hamill,  representing  American  Academy  of  Pediatrics, 
chairman  Pennsylvania  emergency  child  health  committee. 

Dr.  Howard  C.  Carpenter,  representing  American  Child  Health  Associa- 
tion. 

Miss  Lenroot.  All  of  the  plans  contemplated  under  the  bill  would 
be  developed  under  medical  direction  as  the  State  agencies  of  health 
would  be  the  responsible  State  agencies.  It  would  be  the  object  of 
the  administration  to  have  all  of  the  local  plans  developed  with  medical 
assistance  and  under  medical  supervision. 

The  Children’s  Bureau  for  many  years  has  had  continuing  contacts 
and  experience  with  the  State  directors  of  child  hygiene  in  the  State 
departments  of  health. 

As  I pointed  out  the  other  day,  our  physicians  during  the  course  of 
the  last  year  have  visited  every  State  in  the  Union  and  conferred  with 
the  State  directors  as  to  problems  concerning  the  health  of  children, 
and  some  of  them  have  been  visited  several  times. 

We  have  had,  of  course,  actual  administrative  experience  in  develop- 
ing cooperative  relationships  with  the  States  during  the  period  when 
the  maternity  and  infancy  act  was  in  operation,  from  1922  to  1929. 

And,  since  that  act  terminated,  we  have  been  in  continuing  contact 
with  the  State  divisions.  I referred  the  other  day  to  the  work  that 
was  being  done  with  the  family  physicians  and  the  country  doctors  in 
isolated  rural  areas  who  have  obtained  a great  deal  of  help,  in  several 
of  the  Southern  States,  particularly,  and  in  one  or  two  other  States,  in 
having  brought  to  them  the  most  recent  information  as  to  methods  of 
obstetrical  care. 

In  addition  to  its  contacts  with  physicians  and  health  officials,  the 
Children’s  Bureau  has,  of  course,  a very  large  constituency  of  women 
who  look  to  it  for  health  advice  in  dealing  with  problems  concerned  in 
the  welfare  of  their  children. 

There  is,  of  course,  a very  close  relationship  between  the  health  and 
welfare  services. 

The  provisions  with  reference  to  cripple  children,  for  example, 
involve  a very  close  integration  of  health  services  and  social-welfare 
services  to  determine  need  and  to  see  that  the  children’s  homes  are 
such  that  they  can  get  the  kind  of  care  they  need  after  the  delicate 
operations  have  been  performed  that  their  conditions  may  require. 

The  Children’s  Bureau  is  a bureau  which  has  contacts  with  both 
the  health  and  welfare  agencies  of  the  States. 

I want  to  call  to  the  attention  of  the  committee  also  the  fact  that 
the  plans  incorporated  in  this  section  of  the  bill  were  developed  in 
consultation  with  an  advisory  committee  of  which  one  member  was 
Dr.  Abercrombie,  of  Georgia,  who  is  the  president  of  the  National 
Welfare  Conference  of  State  and  Provincial  Health  Authorities;  and 
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also,  the  recommendations  were  gone  over  with  the  technical  expert 
serving  with  reference  to  the  development  of  the  public-health  sec- 
tions, of  the  bill. 

The  public-health  advisory  committee  in  its  report  to  the  Cabinet 
committee  recommended  an  appropriation  of  $3,000,000  for  adminis- 
tration through  the  Children’s  Bureau;  $1,000,000  for  research  and 
demonstration;  and  $2,000,000  for  cooperation  with  the  State  agencies 
of  health. 

When  we  came  to  review  the  needs  of  the  States  and  the  impossibil- 
ity of  the  States  matching  all  of  the  sums  made  available,  we  added  an 
appropriation  of  $1,000,000,  of  which  $800,000  is  to  go  to  this  dis- 
cretionary fund  to  help  the  poorest  States  in  enabling  them  to  take 
advantage  of  the  act. 

The  technical  expert  on  the  public-health  side  of  the  measure  stated 
to  me  that  these  recommendations  were  in  entire  harmony  with  the 
plans  of  the  public-health  committee. 

I also  want  to  call  to  the  attention  of  the  committee  the  fact  that 
we  recognize  very  fully  the  need  for  coordinating  the  public-health 
services  of  the  Federal  Government  and  that  the  act  would  be  ad- 
ministered with  every  possible  effort  made  to  bring  all  of  the  services 
for  the  health  of  mothers  and  children  into  very  close  relation  and 
harmony  with  the  services  that  would  be  developed  under  the  public- 
health  sections  of  the  bill. 

I thank  the  committee  very  much  for  this  opportunity  to  make  this 
additional  statement. 

Mr.  Treadway.  Miss  Lenroot,  we  are  very  glad  to  welcome  you 
back  to  our  meetings. 

Miss  Lenroot.  Thank  you,  Mr.  Treadway. 

Mr.  Treadway.  You  have  been  very  enlightening  in  the  testimony 
you  have  given  the  committee. 

Miss  Lenroot.  Thank  you. 

Mr.  Treadway.  I think  you  were  here  yesterday  when  I was 
endeavoring  to  get  a little  line  on  whether  or  not  there  was  any 
duplication. 

Miss  Lenroot.  I was  not  here  in  the  morning.  ' 

Mr.  Treadway.  Perhaps  that  occurred  in  the  morning — it  did. 
We  have,  as  you  have  noticed,  a bill  with  eight  different  titles. 

Miss  Lenroot.  Yes,  sir. 

Mr.  Treadway.  Quite  distinct  subject  matters  being  dealt  with. 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  Of  course,  I assume  that  it  comes  within  the 
general  idea  of  social  improvement  of  the  people.  But  there  are 
two  things  that  have  troubled  me.  First,  the  parentage  of  this  long 
bill.  Who  has  furnished  all  of  the  material  that  has  been  compiled 
to  make  up  this  bill? 

As  yet  I have  not  been  able  to  find  that  there  is  any  distinct  author- 
ship, except  that  it  is  the  administration  idea. 

Of  course,  I do  not  know  that  there  is  any  need  of  our  knowing  who 
the  author  is.  Nevertheless,  it  does  seem  to  me  this  ought  to  be  more 
than  a compilation  of  the  various  ideas.  Here  are  eight  titles.  I was 
quite  surprised  when  I was  told  that  the  Public  Health  Service — 
that  was  during  the  testimony  of  Dr.  Waller  yesterday — had  nothing 
whatever  to  do  with  maternity,  children’s  care,  or  the  care  of  crippled 
children.  That  is,  those  matters  are  out  of  their  jurisdiction  and  are 
in  yours,  from  the  way  this  has  developed. 
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Miss  Lenroot.  Yes. 

Mr.  Treadway.  I am  wondering  whether  you  feel  that  there  is  a 
distinct  cleavage  between  what  might  be  done  under  Public  Health 
and  what  might  be  done  by  your  Bureau. 

Now,  is  there  a duplication?  Is  there  likelihood  of  interlocking 
or  overlapping  of  authority?  For  instance,  your  Bureau  has  authority 
to  send  people  out  into  rural  areas  and  look  after  the  children. 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  And  the  Public  Health  Service  has  a right  similar 
to  that. 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  Is  there  not  too  much  of  a set-up  for  that  pur- 
pose? Why  are  we  asked  to  deal  with  all  of  these  varied  subjects 
in  one  bill?  Can  you  give  us  any  enlightenment  on  that? 

Miss  Lenroot.  As  to  the  last  question,  Mr.  Treadway,  of  course, 
I would  not  undertake  to  speak,  as  to  the  policy  of  the  administra- 
tion in  putting  the  various  subjects  into  one  bill.  That  was  the 
matter  that  was  determined  by  the  Cabinet  committee  and  the 
President,  I assume. 

Mr.  Treadway.  That  is  not  the  last  word  for  some  of  us,  you 
know. 

Miss  Lenroot.  But  I would  like  to  explain  to  you,  if  you  would 
like  to  have  it,  exactly  what  my  relationship  to  tl^is  bill  has  been. 
I shall  be  perfectly  glad  to  explain  that  to  you. 

Mr.  Treadway.  We  shall  be  very  glad  to  have  it.  There  seems 
to  be  a diffidence  on  the  part  of  some  to  confide  in  us. 

Miss  Lenroot.  Last  August  Mr.  Witte,  who  had  been  appointed 
director  of  research  by  the  Cabinet  committee,  came  to  me  and  said 
that  the  committee  wouod  like  to  consider,  in  the  framing  of  recom- 
mendations, matters  relating  to  security  of  children,  because  it 
realized  that  there  were  special  problems  of  children  that  could  not  be 
solved  by  the  general  measures  that  were  under  consideration,  such  as 
unemployment  compensation  and  old-age  assistance.  He  asked  me 
if  the  Children’s  Bureau  could  assemble  factual  data  concerning  the 
needs  of  children  and  make  recommendations  to  the  committee  con- 
cerning the  action  that  ought  to  be  taken  and  the  measures  that  ought 
to  be  incorporated  in  this  security  program. 

Accordingly,  the  Children’s  Bureau  assembled  factual  data,  some  of 
which  I put  into  the  record  the  other  day,  and  an  advisory  committee 
on  child  welfare,  to  which  I have  referred,  was  appointed  by  the 
Cabinet  committee,  by  the  Secretary  of  Labor,  the  chairman  of  the 
committee,  with  whom  we  met  and  discussed  the  general  recom- 
mendations which  we  thought  grew  out  of  the  data  that  had  been 
assembled. 

Our  report  was  then  submitted  to  the  committee. 

Mr.  Treadway.  What  committee  was  that? 

Miss  Lenroot.  It  was  submitted  to  the  committee  of  which  Dr. 
Witte  was  the  director  of  research. 

Mr.  Treadway.  He  was  acting  as  secretary  of  various  committees; 
is  that  the  idea? 

Miss  Lenroot.  Yes;  I was  called  to  meet  with  the  technical 
board  to  which  you  referred  yesterday  when  Mr.  Leiserson  was 
testifying. 

Mr.  Treadway.  That  is  the  second  committee  on  this  list. 
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Miss  Lenroot.  Yes. 

Mr.  Treadway.  I understand. 

Miss  Lenroot.  I met  with  some  of  the  members  of  the  technical 
board  and  went  over  the  general  recommendations  which  are  essen- 
tially those  incorporated  in  the  bill  with  reference  to  children,  mothers’ 
pensions,  and  this  section  of  maternal  and  child  health,  and  so  forth. 

The  technical  board  then  reported  the  matter  to  the  Cabinet  com- 
mittee and  I met  with  the  Cabinet  committee,  which  was  under  the 
chairmanship,  as  you  know,  of  the  Secretary  of  Labor. 

Mr.  Treadway.  That  is  the  Cabinet  itself? 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  And  not  this  advisory  committee? 

Miss  Lenroot.  No;  it  is  the  Cabinet  committee  of  which  the 
Secretary  of  Labor  was  chairman. 

Mr.  Treadway.  I did  not  mean  to  interrupt.  You  may  proceed. 

Miss  Lenroot.  I met  with  them  and  discussed  practically  the 
recommendations  as  to  child  welfare  and  child  health  which  I thought 
and  which  the  advisory  committee  on  child  welfare  thought  should 
be  incorporated  in  the  bill.  The  committee  then  recommended  that 
these  provisions  be  incorporated. 

As  to  the  actual  drafting  of  the  language,  I drafted  some  suggested 
language  for  title  VII,  which  was  followed  to  a considerable  extent. 
Those  generally  responsible  for  drafting  the  bill  drafted  the  mothers’ 
pension  section,  but  incorporated  substantially  the  things  that  we  had 
recommended. 

Mr.  Treadway.  You  say  “those  responsible  for  the  drafting  of 
the  bill”;  that  is  Mr.  Witte,  pretty  nearly,  is  it  not? 

Miss  Lenroot.  The  technical  staff;  yes. 

Mr.  Treadway.  He  really  is  responsible  for  the  drafting  of  it,  but 
he  puts  the  credit  or  blame  for  it,  whichever  it  might  be,  on  the 
shoulders  of  some  committee  of  some  general  nature. 

Miss  Lenroot.  I cannot  say  just  what  happened  after  my  sugges- 
tions went  in. 

Mr.  Treadway.  We  do  not  want  to  embarrass  you  at  all.  I will 
say  that  this  is  much  more  of  an  explanation  than  we  have  had  from 
any  of  the  previous  witnesses,  and  I congratulate  you.  But  I would 
like  to  ask  two  other  things.  You  speak  of  a public-health  committee. 
Is  that  the  committee  that  is  listed  on  page  43  of  this  document 
headed  “Public  Health  Advisory  Committee”? 

Miss  Lenroot.  Yes,  sir. 

Mr.  Treadway.  You  have  been  in  consultation  with  them? 

Miss  Lenroot.  Yes,  with  Mr.  Sydenstricker,  of  the  technical  staff, 
and  Mr.  Folks,  of  that  committee,  who  was  on  our  advisory  com- 
mittee, also  on  our  child-welfare  committee,  which  is  listed  at  the 
bottom  of  page  53. 

Mr.  Treadway.  The  hospital  advisory  committee? 

Miss  Lenroot.  The  committee  on  child  welfare,  at  the  bottom  of 
page  53. 

Mr.  Treadway.  But  43  is  the  last  page  I have  here. 

Miss  Lenroot.  I am  referring  to  this  report.  Perhaps  we  are  re- 
ferring to  two  different  things. 

Mr.  Treadway.  This  is  the  President’s  message. 

Miss  Lenroot.  I have  the  report  of  the  Committee  on  Economic 
Security  to  the  President.  I do  not  have  the  message  right  at  hand. 
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But  the  committee  on  child  welfare  would  follow  very  shortly  after 
that  public-health  advisory  committee. 

Mr.  Treadway.  And  Mr.  Folks 

Miss  Lenroot.  Mr.  Folks  was  a member  of  both  committees. 

Mr.  Treadway.  And  also  on  this  committee  on  child  welfare  is 
Mr.  Kepecks,  president  of  the  Child  Welfare  League  of  America. 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  You  spoke  of  Dr.  Abercrombie. 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  You  have  been  in  touch  with  practically  all  of 
that  group? 

Miss  Lenroot.  They  met  with  us  in  Washington  for  a day  to  go 
over  the  recommendations. 

Mr.  Treadway.  For  1 day? 

Miss  Lenroot.  Yes,  all  except  Mr.  Murphy,  who  was  not  able  to 
be  there,  but  I have  been  in  touch  with  him  by  correspondence. 

Mr.  Treadway.  That  is  the  committee,  then,  that  has  been  chiefly  y' 
advisory? 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  Just  one  other  thought:  How  much  does  the 
language,  as  submitted  to  us  in  the  bill,  increase  either  the  responsi- 
bilities or  appropriations  of  the  Children’s  Bureau,  of  which  you  are 
the  Chief? 

Miss  Lenroot.  It  increases  them  very  materially.  We  have  no 
funds  available  for  cooperation  with  the  States  in  this  type  of  activity 
at  the  present  time.  We  had  $1,240,000  a year  authorized  for  7 years, 
from  1922  to  1929,  under  the  so-called  “Shepard-Towner  Act.” 

Our  appropriation  at  the  present  time,  including  the  amount  made 
available  under  a 5 percent  restoration  of  salaries,  is  approximately 
$353,000. 

Mr.  Treadway.  And  where  is  that  carried? 

Miss  Lenroot.  In  the  regular  appropriation  act  for  the  Depart- 
ment of  Labor.  That  is  our  regular  appropriation. 

For  the  current  year  our  appropriation  amounts  to  about  $350,000. 

Mr.  Treadway.  When  the  Shepard-Towner  bill  was  in  operation, 
you  had  $1,240,000? 

Miss  Lenroot.  We  had  the  responsibility  for  an  authorization  of 
approximately  $1,240,000. 

Mr.  Treadway.  And  how  much  do  you  estimate  is  carried  in  this 
bill?  4, 

Miss  Lenroot.  The  total  amount  carried  in  this  bill,  which  would 
be  administered  through  the  Children’s  Bureau,  is  eight  and  a half 
million  dollars. 

Mr.  Treadway.  How  much? 

Aliss  Lenroot.  Eight  and  a half  million  dollars.  That  includes 
$4,000,000  for  maternity  and  child  health  and  $3,000,000  for  crippled 
children  and  $1,500,000  for  aid  to  welfare  services. 

Mr.  Treadway.  In  other  words,  the  total  of  the  three  activities 
in  which  you  are  interested  makes  eight  and  a half  million  dollars? 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  Let  me  locate  those  definitely.  Just  which  items 
does  the  amount  of  eight  and  a half  million  dollars  cover;  title  VII? 

Miss  Lenroot.  It  covers  all  of  title  VII. 

Air.  Treadway.  All  of  title  VII? 
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Miss  Lenroot.  Yes, 

Mr.  Treadway.  All  of  your  activities  are  under  title  VII? 

Miss  Lenroot.  Yes. 

Air.  Treadway.  And  that  is  the  title  that  you  and  your  advisory 
board  have  had  incorporated  in  the  bill  by  submitting  it  to  Dr. 
Witte? 

Miss  Lenroot.  Yes,  sir. 

Air.  Treadway.  To  what  extent  did  Air.  Witte  make  changes  or 
corrections,  additions  to,  or  subtractions  from  your  original  sug- 
gestions? 

Aliss  Lenroot.  Except  for  minor  things,  as  to  language,  title  VII 
is  substantially  the  suggestions  that  we  sent  to  Air.  Witte. 

Air.  Treadway.  Did  you  consult,  in  the  drafting  of  this  section, 
any  drafting  experts  or  authorities? 

Miss  Lenroot.  No,  sir;  because  the  committee  was  taking  care  of 
that.  We  just  sent  in  the  things  that  we  thought  should  be  incorpo- 
rated. 

Air.  Treadway.  That  raises  the  very  same  question,  Aliss  Lenroot, 
as  to  who  was  dealt  with  and  what  the  details  of  this  drafting  were. 
I am  not  trying  to  be  unduly  critical,  but  it  is  very  essential  that  every 
detail  should  be  watched  carefull}^  in  order  that  there  shall  be  no 
errors  in  the  language  of  the  bill,  that  might  lead  to  a misconstruction. 
This  is  such  a tremendously  important  piece  of  legislation  that  it 
seems  to  me  every  possible  care  and  safeguard  should  be  exercised. 

Aliss  Lenroot.  I appreciate  your  position,  Mr.  Treadway.  I am 
very  sorry  that  all  I can  say  is  that  I was  not  given  the  responsibility 
of  drafting.  I sent  my  suggestions  over  to  the  committee,  and  I 
cannot  testify  as  to  what  happened  after  they  went  up. 

Mr.  Treadway.  The  only  reply  we  have  been  able  to  get — at  least, 
the  only  one  I have  been  able  to  get — to  any  of  these  inquiries  about 
drafting  is  that  it  was  done  in  the  Treasury.  I do  not  know  what  that 
means.  There  are  lots  of  things  that  come  out  of  the  Treasury  of 
which  I do  not  approve.  I would  have  a great  deal  more  confidence 
if  I felt  that  the  actual  language  had  been  suggested  through  the 
legislative  drafting  service  of  the  House,  instead  of  some  unknown 
person  in  the  Treasury.  So  I hope  you  will  not  think  I am  unduly 
critical. 

Miss  Lenroot.  No,  indeed,  Mr.  Treadway. 

Mr.  Treadway.  I would  like  to  ask  one  more  direct  question,  and 
then  I shall  retire. 

On  page  57  of  the  bill,  paragraph  2 reads  as  follows: 

The  Secretary  of  Labor  shall  apportion  the  remainder  among  States  unable, 
because  of  severe  economic  distress,  to  match  in  full  the  amounts  allotted  under 
paragraph  (1),  for  their  use  in  matching  such  sums,  or  for  special  demonstrations 
of  methods  of  community  child-welfare  service. 

What  I am  particularly  interested  in  in  that  paragraph  is:  What  is 
the  yardstick  or  basis  by  which  an  estimate  is  to  be  made  of  when  a 
State  is  in  “severe  economic  distress”?  What  is  meant  by  the  lan- 
guage “severe  economic  distress”? 

Certain  amounts  are  apportioned.  For  instance,  on  the  previous 
page,  $10,000  is  allotted  to  each  State. 

Miss  Lenroot.  Yes. 

Mr.  Treadway.  And  the  balance  of  a million  dollars  is  allotted  to 
States  in  the  proportion  of  their  population.  But  whatever  is  left  is 
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then  distributed  under  somebody’s  authority  on  the  basis  of  or  for  the 
reason  of  “severe  economic  distress.” 

Miss  Lenroot.  Yes,  sir. 

Mr.  Treadway.  Will  you  give  us  your  understanding  of  what  that 
language  means? 

Miss  Lenroot.  Of  course,  it  is  the  Secretary  of  Labor’s  authority. 
There  is  no  definition  that  I know  of  that  has  been  worked  out. 

Mr.  Treadway.  That  is  what  I was  afraid  of. 

Miss  Lenroot.  I think  we  could  only  take  into  consideration  what 
we  knew  about  the  extent  of  unemployment  and  the  general  tax 
delinquency  rates  and  the  general  impoverishment  of  the  population 
as  determined  after  a careful  review  of  the  plans  submitted  by  the 
State  and  a careful  inquiry  on  the  part  of  our  representatives  in  the 
field  as  to  actual  conditions  in  the  States. 

Mr.  Treadway.  You  will  admit  that  that  is  pretty  broad  language. 

Miss  Lenroot.  Yes,  sir. 

Mr.  Treadway.  “Severe  economic  distress”  is  pretty  broad 
language.  With  all  deference  to  the  opinions  of  the  Secretary  of 
Labor,  whom,  I assure  you,  I hold  in  the  highest  esteem,  it  seems  to 
me  that  it  is  pretty  much  blanket  authority. 

Miss  Lenroot.  I do  not  know  of  any  other  way  that  has  been 
devised  of  handling  such  a situation.  Persons  interested  in  both 
State  and  national  legislation  have  been  working  on  the  problem, 
because  the  States  are  faced  with  the  same  situation  exactly,  when 
they  realize  that  there  are  certain  areas  in  their  States  that  are  not 
furnishing,  and  seem  to  be  unable  to  furnish,  the  health  and  welfare 
services  that  are  necessary  for  children.  So  they  develop  State 
equalization  funds  and  try  to  apply  a certain  yardstick  to  determine 
how  much  of  those,  funds  should  go  to  this  county  and  how  much  to 
that  county. 

Mr.  Treadway.  Of  course,  that  same  rule  of  thumb,  if  that  is  what 
you  mean  by  “severe  economic  distress”,  could  be  stretched  to  cover 
all  kinds  of  imaginary  reasons  why  one  State  should  be  favored  over 
another. 

Miss  Lenroot.  Yes,  sir. 

Mr.  Knutson.  Will  the  gentleman  yield? 

Mr.  Vinson.  Will  the  gentleman  yield? 

Mr.  Treadway.  I yield  to  the  chairman  of  the  committee. 

The  Chairman.  Miss  Lenroot,  there  seems  to  be  a good  deal  of 
curiosity  or  anxiety  respecting  the  authorship  of  this  legislation.  Is 
it  not  more  important  what  is  contained  in  the  proposed  legislation, 
what  the  provisions  are  that  will  affect  vitally  the  welfare  of  the  coun- 
try, than  the  authorship  of  those  provisions? 

Miss  Lenroot.  Well,  it  does  not  seem  to  me  that  there  would  be 
difficulty  in  ascertaining  these  facts.  I am  not  a member  of  the  staff 
of  any  of  the  committees  set  up  under  this  bill.  I was  asked,  as  Chief 
of  the  Children’s  Bureau,  to  work  on  this  section  of  the  bill. 

The  Chairman.  May  1 ask  you  this?  As  chief  of  the  Children’s 
Bureau,  in  your  opinion  has  adequate  consideration  been  given  to  those 
provisions  in  the  bill  affecting  activities,  of  your  Bureau  and  also  let 
me  ask  you,  do  you  think  that  those  best  qualified  to  give  useful  and 
profitable  information  have  been  cnnsulted  in  regard  thereto? 

Aliss  Lenroot.  Yes,  sir. 

The  Chairman.  Has  there  been  any  neglect,  so  far  as  you  have 
knowledge? 
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Miss  Lenroot.  Not  so  far  as  1 have  knowledge.  1 have  tried  since 
last  August,  and  Dr.  Elliott,  my  associate,  has  also  been  in  contact 
with  people  who  were  in  a position  to  advise  us. 

The  Chairman.  As  I understand,  you  say  that  this  bill,  so  far  as  it 
relates  to  the  Children’s  Bureau  and  its  activities,  with  minor  changes 
in  language,  represents  your  views  as  to  what  should  be  cont  ined  in 
the  legislation? 

Miss  Lenroot.  Yes,  sir. 

The  Chairman.  And,  further,  you  say  that  you  would  not  qualify 
as  an  expert  in  drafting  legislation? 

Miss  Lenroot.  No,  sir. 

The  Chaitman.  You  do  not  trust  yourself  witti  that  sort  of  thing? 

Miss  Lenroot.  No,  sir. 

The  Chairman.  You  would  not  want  to  assume  that  responsibility? 

Miss  Lenroot.  And  there  were,  as  I said,  changes  made  in  the 
drafting  after  it  left  my  hands.  I just  meant  that  the  substantial 
content  was  in  accord  with  my  views.  I do  not  qualify  in  any  sense  as 
a drafting  expert. 

Mr.  Knutson.  Mr.  Chairman,  I should  like  to  ask  the  witness  a 
question. 

First,  let  me  ask  you,  this  appropriation  of  eight  and  a half  million 
dollars  is  for  the  next  fiscal  year? 

Miss  Lenroot.  The  year  beginning  July  1,  1935. 

Mr.  Knutson.  1 call  your  attention  to  paragraph  2 on  page  57, 
which  Mr.  Treadway  touched  upon. 

The  Secretary  of  Labor  shall  apportion  the  remainder  among  States  unable, 
because  of  severe  economic  distress,  * * *_ 

Is  it  possible  that  we  still  have  severe  economic  distress  in  view  of 
the  fact  that  we  have  had  the  “new  deal”  for  nearly  2 years? 

Miss  Lenroot.  1 will  leave  it  to  the  gentleman  to  answer.  Of 
course,  it  is  known  that  there  is. 

Mr.  Knutson.  Is  this  a statement  of  fact,  or  is  it  overdrawn? 

Miss  Lenroot.  1 presume  it  might  be  regarded  as  a statement  that 
if  and  when  severe  economic  distress  is  discovered,  this  money  could 
be  apportioned  as  indicated.  As  a matter  of  fact,  1 am  perfectly 
willing  to  stand  on  the  statement  that  there  is  a great  deal  of  severe 
economic  distress  still  in  this  country. 

Mr.  Knutson.  And  this  appropriation  does  not  become  available 
until  July  first  next? 

Miss  Lenroot.  No,  sir. 

Mr.  Knutson.  So  it  is  not  contemplated  that  the  “severe  economic 
distress”  will  cease  by  that  time? 

Miss  Lenroot.  I am  afraid,  with  all  the  efforts  being  made 

Mr.  Knutson.  During  the  next  fiscal  year? 

Miss  Lenroot.  There  will  still  be  economic  distress  next  year. 

Mr.  Knutson.  Severe  economic  distress? 

Miss  Lenroot.  In  certain  parts  of  the  country,  I should  say. 

Air.  Knutson.  That  is  all. 

The  Chairman.  It  would  appear  to  the  chairman  that  the  subject 
of  economic  distress  would  not  be  one  that  a number  of  members 
would  be  so  very  anxious  to  discuss,  if  we  were  to  undertake  to  trace 
the  responsibility  or  a part  of  the  responsibility  for  that  economic 
distress.  Of  course,  it  would  take  years  to  do  that,  and  perhaps  the 
responsibility  never  would  be  altogether  decided. 
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But  it  does  appear  to  the  chairman  that  a bill  like  this  should  be 
discussed  without  making  a political  stump  speech. 

Mr.  Knutson.  I object  to  the  chairman’s  insinuation  that  this  was 
a political  stump  speech. 

The  Chairman.  It  was  nothing  else. 

Mr.  Knutson.  What  I want  to  find  out  is:  Is  there  severe  economic 
distress  in  portions  of  the  country,  or  are  the  sympathies  of  the  com- 
mittee being  worked  upon  by  the  use  of  language  such  as  we  have 
quoted  and  that  present  conditions  do  not  warrant? 

The  Chairman.  No  sane  person  would  expect  that  a country  that 
was  in  such  dire  economic  distress  2 years  ago,  as  our  country  was, 
would  be  able  in  such  a short  time  to  completely  eradicate  that  eco- 
nomic distress.  That  would  be  an  impossibility,  as  everybody  knows. 

Mr.  Vinson.  Mr.  Chairman,  it  is  difficult  for  me  even  momentarily 
to  believe  that  a gentleman  with  the  experience  and  powers  of  obser- 
vation possessed  by  my  friend  from  Minnesota  could  be  unaware  of 
conditions  that  obtain  in  his  own  congressional  district,  and  which 
we  hope  to  help  in  part. 

Now,  referring  to  this  particular  paragraph  2 on  page  57,  and  the 
language  “severe  economic  distress”  against  which  the  big  berthas  of 
the  opposition  have  been  let  loose,  and  speaking  seriously,  that  lan- 
guage is  protective  of  the  States  who  may  not  have  the  money  to 
match  the  Federal  money  provided  in  the  paragraph  immediately 
preceding. 

Miss  Lenroot.  Yes,  sir. 

Mr.  Vinson.  There  is  nothing  mysterious  about  it. 

Miss  Lenroot.  No,  sir. 

Mr.  Vinson.  It  is  protective  of  less  fortunate  States. 

Miss  Lenroot.  Yes,  sir. 

Mr.  Vinson.  And  particularly  the  less  fortunate  areas  of  those 
less  fortunate  States;  is  not  that  true? 

Miss  Lenroot.  Yes,  sir.  That  was  the  intent  of  the  section. 

Mr.  Hill.  Referring  again  to  this  paragraph  on  page  57,  Mr. 
Treadway  is  very  much  disturbed  as  to  the  language  used,  and  the 
lack  of  a yardstick  as  to  what  shall  constitute  “severe  economic  dis- 
tress.” Is  it  possible  to  foresee  at  any  one  time  just  what  set  of 
econon  ic  conditions  may  bring  about  severe  economic  distress? 

Miss  Lenroot.  No,  sir.  We  have  such  things  as  the  drought,  in 
addition  to  other  things  that  are  tied  up  with  our  economic  mecha- 
nism, that  II  iglit  enter  into  the  situation  at  any  moment. 

Mr.  Hill.  You  could  not  in  this  paragraph,  without  being  able 
to  foresee  what  might  happen,  draft  language  to  cover  conditions, 
unforeseen  now,  that  may  be  responsible  for  severe  economic  distress? 

Miss  Lenroot.  I think  it  would  be  impossible  to  do  so. 

Mr.  Hill.  And  so  it  is  absolutely  necessary  to  have  language  to 
cover  in  a general  way  the  economic  conditions  that  might  bring 
about  that  economic  distress? 

Miss  Lenroot.  It  seems  so  to  me. 

Mr.  Hill.  That  is  all. 

The  Chairman.  If  there  are  no  further  questions.  Miss  Lenroot, 
we  thank  you  for  this  additional  statement  and  the  information  you 
have  given  the  committee. 

Miss  Lenroot.  Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  The  next  witness  is  Mr.  Robert  Jolly,  of  Houston, 
Tex.,  representing  the  American  Hospital  Association. 


ECOjSTOMIC  secxjeity  act 


421 


STATEMENT  OF  ROBERT  JOLLY,  REPRESENTING  THE  AMERICAN 
HOSPITAL  ASSOCIATION,  HOUSTON,  TEX. 

The  Chairman.  Will  you  please  come  forward  and  give  your  full 
name  and  address,  and  the  role  in  which  you  appear,  and  your  interest 
in  this  bill,  Mr.  Jolly? 

Mr.  Jolly.  My  name  is  Robert  Jolly,  Houston,  Tex.  I am  presi- 
dent of  the  American  Hospital  Association;  chairman  of  the  joint 
committee  of  the  American  Hospital  Association,  the  Catholic  Hos- 
pital Association,  and  the  Protestant  Hospital  Association  of  America. 
I am  here  this  morning,  Mr.  Chairman  and  gentlemen,  to  represent 
the  joint  committee  of  all  these  hospital  associations.  We  represent 
several  thousand  hospitals  of  the  United  States.  We  come  to  make 
a short  statement  on  this  bill,  because  we  see  in  the  bill  no  provision 
made  for  the  hospitals  to  be  exempted,  and  we  feel  the  hospitals  should 
be  exempted  from  this  bill. 

I want  to  give  you  some  of  the  reasons  why  we  feel  that  to  be  so. 
I will  read  these  reasons  item  by  item  and  then  elaborate  on  them 
as  I go  along,  or  answer  any  questions  as  to  each  of  them  as  I go 
along. 

jj^Representing  a joint  committee  of  the  American  Hospital  Associa- 
tion, the  Catholic  Hospital  Association  of  America,  and  the  Protestant 
Hospital  Association  of  America,  we  wish  to  present  to  you  the  follow- 
ing reasons  why  the  hospitals  of  this  country  feel  that  hospitals  should 
be  exempted  from  the  provisions  of  said  bills. 

1.  Hospitals  are  not  industries,  but  they  are  charities,  organized 
and  operated  for  the  common  weal,  without  thought  of  profit  and  with 
the  only  purpose  of  affording,  to  the  maximum  limit  of  their  resources, 
adequate  hospital  care  for  all  our  people  when  and  as  needed. 

A lot  of  people  try  to  put  us  in  industries.  We  are  not  an  industry. 
Most  of  the  hospitals  of  the  United  States  are  not  profit  hospitals  at 
all.  They  are  not  organized  for  that  purpose.  The  great  majority 
of  our  hospitals,  outside  of  the  Government  hospitals,  are  hospitals 
organized  not  for  profit.  If  we  have  money  over  the  actual  operating 
expenses  it  goes  to  take  care  of  charity  patients  and  in  most  of  these 
hospitals  we  have  let  our  debts  go  for  the  last  4 or  5 years  to  take  care 
of  charity  patients  and  the  people  who  are  on  our  boards,  and  so 
forth  have  gone  without  payment,  so  we  could  take  care  of  them. 

In  other  words,  we  do  not  want  to  be  classed  as  an  industry. 
We  are  not;  we  are  a charity. 

2.  Hospitals  are  not  like  industries  in  that  they  do  not  experience 
heavy  fluctuation  in  employment  of  personnel  during  periods  of 
depression,  but  that  with  the  increase  of  hospital  care  given,  par- 
ticularly in  assuming  the  increased  load  for  the  care  of  indigent  and 
unemployed,  hospitals  maintain  a rather  definite  standard  of  numbers 
of  employed  personnel;  the  ratio  of  employed  personnel  to  patients 
remaining  practically  the  same  during  all  periods. 

We  cannot  decrease  the  personnel  in  a hospital,  because  we  have  to 
have  a certain  number  of  people  to  take  care  of  patients,  and  in  times 
such  as  we  are  having  now,  our  patients  increase  in  number;  that  is, 
the  number  of  indigent  patients  increases,  so  that  instead  of  decreas- 
ing our  personnel,  we  must  keep  it  as  it  is,  and  sometimes  increase  it. 

Mr.  Hill.  May  I ask  a question,  Mr.  Chairman? 

You  have  said  something  about  being  exempt  from  something,  Mr. 
Jolly.  Do  you  mean  exempt  from  the  provisions  of  the  old-age- 


422 


ECONOMIC  SECUEITY  ACT 


annuity  section  of  the  bill  or  the  unemployment-insurance  section  of 
the  bill?  Is  that  what  you  are  talking  about? 

Mr.  Jolly.  Yes,  sir. 

3.  Heavy  withdrawals  from  the  income  of  the  hospitals  for  the  pur- 
pose of  this  or  other  taxes  reduce  by  the  amount  withdrawn  the 
financial  ability  to  give  hospital  care  to  the  indigent  and  unemployed. 

If  we  should  take  money  out  of  our  income  to  put  into  this  fund, 
then  we  would  have  to  cease  to  take  care  of  the  indigent  people  that 
come  to  the  hospitals  to  be  taken  care  of.  I will  give  another  figure 
on  that,  in  just  a moment. 

Mr.  Reed.  Could  you  tell  me  what  percentage  of  the  7,000  hos- 
pitals of  the  country  are  endowed  hospitals? 

Mr.  Jolly.  There  are  very  few  of  the  hospitals,  not  over  25  hos- 
pitals in  the  United  States,  having  endowments  of  anything  like  a 
half  million  dollars.  Of  course,  up  here  in  the  East  you  have  some 
large  hospitals,  but  there  are  very  few  compared  with  the  total  of 
7,000  in  the  United  States. 

Mr.  Reed.  I did  not  mean  that  were  self-supporting  from  the 
endowment,  but  the  number  that  had  substantial  endowments. 

Mr.  Jolly.  There  are  not  over  25  that  have  substantial  endow- 
ments. There  are  some  that  have,  say,  $25,000  or  $50,000,  but  when 
you  get  up  into  the  large  figures,  all  of  those  hospitals  are  up  here  in 
the  East— most  all  of  them.  There  are  few  in  the  South  and  in  the 
West.  We  do  not  know  anything  about  large  endowments  down  in 
that  country. 

Mr.  Reed.  The  reason  I asked  the  question  is  that  a great  many 
hospitals  in  many  States  receive  bequests  in  wills  of  people. 

Mr.  Jolly.  Yes,  sir. 

Mr.  Reed.  What  percentage  of  these  hospitals  are  municipal 
hospitals? 

Mr.  Jolly.  Municipal  hospitals? 

Mr.  Reed.  Yes;  owned  by  the  cities. 

Mr.  Jolly.  Two  hundred  and  twenty-two  hospitals  in  the  United 
States  are  municipal  hospitals. 

Mr.  Reed.  Thank  you  very  much. 

Mr.  Woodruff.  May  I ask  just  one  question  at  this  point,  Mr. 
Chairman? 

The  Chairman.  Mr.  Woodruff 

Mr.  Woodruff.  Doctor,  can  you  tell  the  committee  what  percent- 
age of  the  hospitals  in  the  United  States  find  it  necessary  to  supple- 
ment their  ordinary  receipts  by  soliciting  funds  from  local  people 
through  tag  days,  and  so  forth? 

Mr.  Jolly.  Yes,  sir.  Nearly  all  of  the  hospitals  except  the  Gov- 
ernment-owned hospitals.  There  are  756  Government-owned  hos- 
pitals in  the  United  States;  that  means  Federal,  State,  county,  and 
city;  756  are  owned  by  the  Government.  They  are  tax-supported. 
The  rest  of  them  are  volunteer  hospitals,  what  we  call  volunteer  or 
nonprofit  hospitals.  There  are  a few  hospitals  owned  by  private 
individuals. 

You  asked  about  tag  days,  and  so  forth.  Nearly  all  of  the  hospitals 
have  had  to  do  that  sort  of  thing.  This  might  be  interesting  to  you: 
In  1929,  $135,000,000  were  donated  to  the  hospitals  in  this  country, 
but  last  year  only  one-fourth  of  that  amount  was  donated  by  people 
to  hospitals.  And  that  was  largely  in  the  East  and  in  the  North. 
We  used  to  have  large  donations,  but  the  donations  have  gone  off. 
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Mr.  Woodruff.  Are  the  700  Government-owned  hospitals  included 
in  the  7,000  you  mentioned? 

Mr.  Jolly.  Yes,  sir;  I said  7,000.  That  is  the  round  figure,  but  the 
exact  number  is  6,437  hospitals  in  the  United  States. 

Mr.  Knutson.  Will  the  gentleman  yield  right  there? 

Mr.  Woodruff.  Yes. 

Mr.  Knutson.  You  say  that  the  contributions  to  hospitals  have 
fallen  off  practically  75  percent  since  1929? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Knutson.  Have  the  operating  expenses  of  those  hospitals 
remained  stationary  or  have  they  gone  up  or  gone  down  during  that 
period? 

Mr.  Jolly.  It  is  just  about  the  same.  We  have  had  to  keep  the 
same  personnel,  in  some  instances,  and  in  some  it  has  gone  up.  The 
average,  I would  say,  is  about  the  same.  We  have  had  more  demand 
on  our  hospitals  for  charity  work  than  we  ever  had  before.  But  our 
income  from  pay  patients  has  been  lessened  and  donations  have  been 
lessened.  Fewer  people  go  to  the  hospital  who  can  pay  than  once 
could  and  fewer  people  donate  than  once  could. 

Mr.  Knutson.  About  what  percentage  have  your  receipts  from 
paid  patients  decreased? 

Mr.  Jolly.  Our  receipts  from  pay  patients  have  decreased  about 
35  percent.  I am  basing  that  on  the  occupancy  of  hospitals.  Our 
occupancy  went  down  from  82  to  59  percent  of  pay  patients. 

Mr.  Knutson.  Assuming  that  this  legislation  passes  in  its  present 
form,  how  much  of  an  overhead  will  that  add  to  the  operating  expenses 
of  the  hospitals? 

Mr.  Jolly.  The  pay  rolls  of  the  hospitals  in  the  United  States  total 
$121,500,000  per  year.  The  pay  roll  constitutes  over  30  percent  of 
our  expenditures  each  year.  In  some  cases,  as,  for  instance,  in 
Cleveland,  Ohio,  the  pay  roll  is  55  percent  of  the  operating  expenses 
of  the  hospitals. 

Mr.  Knutson.  That  would  mean  an  increase,  then,  of  $3,630,000? 

Mr.  Jolly.  Yes,  sir.  You  can  see  what  that  means  to  hospitals. 

Mr.  Vinson.  Could  you  tell  us  the  number  of  employees  and  the 
pay  rolls  of  the  hospitals  that  would  be  affected  if  these  employees 
were  excluded? 

Mr.  Jolly.  I cannot  give  you  right  off  the  number  of  employees, 
but  I can  tell  you  the  pay  roll.  The  pay  roll  is  $121,500,000  a year. 

Mr.  Vinson.  Do  you  have  any  idea.  Doctor,  as  to  the  amount  of 
that  pay  roll  that  would  be  subject  to  the  provisions  of  the  act? 
You  understand,  salaries  above  $250  per  month  would  not  be  included 
in  the  bill  as  at  present  constituted. 

Mr.  Jolly.  A rough  guess,  I should  say,  is  that  not  5 percent  of 
the  people  get  over  $250  that  are  connected  with  hospitals  in  this 
country. 

Mr.  Vinson.  I thought  probably  some  doctors  were  included  in 
that  pay  roll. 

Mr.  Jolly.  There  are  very  few;  the  larger  number  of  superintend- 
ents of  hospitals  in  this  country  are  registered  nurses.  Next  come  the 
doctors  and  then  come  laymen. 

Mr.  Vinson.  I think  it  would  be  interesting  if  you  could  obtain 
figures  as  to  the  number  of  employees. 
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Mr.  Jolly.  I could  find  that  out  for  you. 

Mr.  Vinson.  And  the  estimated  pay  roll  that  would  be  affected. 

Mr.  Jolly.  I can  find  that  figure,  and  I should  like  to  know  it 
myself. 

The  Chairman.  Kegistered  nurses  get  their  pay  from  patients, 
where  the  patient  is  a pay  patient;  is  not  that  true? 

Mr.  Jolly.  You  mean  registered  nurses  who  are  superintendents  of 
hospitals,  or  do  you  mean  private  day  nurses? 

The  Chairman.  Private  day  nurses. 

Mr.  Jolly.  They  get  paid  by  the  patients;  yes,  sir. 

These  are  the  pay  rolls  of  the  hospitals  that  I am  referring  to. 

Mr.  Vinson.  Do  you  have  any  provision  in  any  of  your  hospitals 
to  take  care  of  aged  nurses  or  aged  employees? 

Mr.  Jolly.  Some  of  the  hospitals  have  their  own  plan.  Very  few 
of  them  do.  But  most  hospitals  just  take  care  of  their  folks.  A 
hospital  is  an  eleemosynary  institution,  and  most  of  them,  I find, 
take  care  of  their  employees  when  they  get  to  a certain  age. 

Mr.  Vinson.  Can  you  tell  us  accurately  or  even  approximately  the 
number  of  persons  over  the  age  of  65  being  cared  for  by  hospitals 
themselves? 

Mr.  Jolly.  No,  sir;  I could  not.  I would  have  to  find  that  out. 

Mr.  Vinson.  Do  you  think  you  can  get  that  approximate  figure 
from  any  records  that  are  accessible  to  you? 

Mr.  Jolly.  No,  sir.  I would  have  to  contact  all  the  hospitals. 
Three  or  four  years  ago  we  got  some  figures  on  that,  and  the  number 
was  very  small.  It  seemed,  according  to  the  hospital  figures,  that 
very  few  of  our  people  live  to  be  65  years  old.  But  those  who  did — 
you  understand,  some  of  these  hospitals  are  church  hospitals,  for 
instance,  the  Catholics  and  the  Latter-Day  Saints  and  the  Methodists 
take  care  of  the  womenfolk  in  their  hospitals.  They  are  the  deacon- 
esses and  sisters,  and  so  forth,  and  they  are  provided  for.  There  are 
in  other  hospitals  very  few  of  our  people  who  seem  to  get  to  the  age  of 
65  and  a very  few  are  taken  care  of.  There  is  no  call  on  the  hospitals 
to  take  care  of  them. 

Mr.  Vinson.  Is  there  any  provision  in  any  of  these  places  with 
reference  to  an  unemployment  fund? 

Mr.  Jolly.  Yes,  sir.  There  are  just  a few  hospitals,  not  over  five, 
in  the  United  States,  that  have  any  organized  provision  of  that  sort. 

Mr.  Vinson.  How  many  eipployees  would  be  affected  by  those 
provisions  in  those  five  hospitals? 

Mr.  Jolly.  Very  few  at  present. 

Mr.  Vinson.  The  provisions  of  this  bill  are  aimed  to  care  for  aged 
persons  and  unemployed  persons,  you  understand. 

Mr.  Jolly.  We  are  for  that,  sir.  We  believe  in  that.  We  want  our 
people  taken  care  of.  But  we  want  the  rest  of  the  folks  to  take  care 
of  them,  because  the  hospitals  are  taking  care  of  the  rest  of  the 
people  who  are  in  industry.  They  care  for  the  indigent.  We  think 
that  the  rest  of  the  folks  ought  to  contribute  to  this  fund  to  help  take 
care  of  our  people  who  have  been  taking  care  of  them.  And  I will 
come  to  that  in  a minute,  if  you  please. 

Mr.  Treadway.  Doctor,  would  you  prefer  to  complete  your  state- 
ment before  we  ask  you  any  further  questions? 

Mr.  Jolly.  That  is  all  right.  Just  as  you  please. 
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Mr.  Tkeadway.  I would  like  to  ask  you  a question  at  this  point, 
but  I do  not  want  to  interfere  with  the  continuity  of  your  statement. 

I think  the  chairman  will  agree  that  if  you  want  to  have  your  statement 
appear  in  the  record  in  consecutive  fashion,  that  can  be  arranged  by 
the  reporter. 

Mr.  Jolly.  Thank  you,  sir;  I should  like  to. 

Mr.  Treadway.  At  this  point  let  me  ask  you  something  about 
your  first  contention  in  connection  with  exemptions.  I assume  that 
you  meant  from  title  III  of  the  bill  as  presented  to  us,  which  is  a tax 
on  earnings. 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  That  is  the  exemption  that  you  want,  is  it  not? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  In  other  words,  you  are  appealing  to  make  an 
exception  of  employees  of  hospitals,  so  far  as  a tax  on  the  pay  roll 
of  the  hospital  is  concerned,  as  the  employer,  or  the  nurse,  or  what- 
ever the  employee  may  be. 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  That  is  what  you  mean  by  an  exemption,  and  that 
is  what  you  are  asking  the  committee  to  consider,  is  it  not? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  I notice  on  page  43  of  the  report  of  this  committee 
that  combines  these  provisions  under  eight  titles  comprising  this  bill 
that  there  is  a hospital  advisory  board,  of  which  I find  you  are  a 
member. 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  To  what  extent  have  you,  as  a member  of  that 
board,  been  consulted  in  the  preparation  of  this  bill;  or  how  many 
meetings  has  that  board  had,  for  instance? 

Mr.  Jolly.  We  were  at  one  meeting.  We  were  to  be  called  to 
another  meeting  next  week,  but  the  matters  which  we  were  discussing 
come  under  the  heading  of  health  and  I understand  there  is  nothing 
concerning  the  matter  of  health  in  this  bill. 

Mr.  Treadway.  Do  you  mean  the  Public  Health  Service? 

Mr.  Jolly.  What  I am  talking  about  is  health  insurance. 

Mr.  Treadway.  Oh,  health  insurance. 

Mr.  Jolly.  Yes.  There  is  nothing  about  that  m here,  and  the 
matter  that  we  are  called  on  to  have  consultation  about  is  health 
insurance  and  such  other  matters  as  pertain  to  that. 

Mr.  Treadway.  Your  service  on  the  hospital  advisory  board,  as 
shown  on  page  43,  had  nothing  to  do  with  the  preparation  of  this 
bill? 

Mr.  Jolly.  No,  sir. 

Mr.  Treadway.  Did  your  association — I am  referring  to  the  asso- 
ciation of  which  you  are  president — offer  any  suggestions  to  anybody  ' 
having  to  do  with  this  bill?  Did  you  offer  any  suggestion  of  an 
exemption  of  hospitals,  to  anybody  who,  you  thought,  was  responsi- 
ble for  the  preparation  of  this  measure? 

Mr.  Jolly.  No,  sir.  We  offered  one  to  Senator  Wagner,  who  drew 
up  the  bill  for  introduction  in  the  Senate. 

Mr.  Treadway.  I understand  this  is  identical  with  the  Senate 
bill. 

Mr.  Jolly.  Yes,  sir.  The  suggestion  w^as  made  to  him  last  year 
and  our  understanding  was  that  he  agreed  with  us;  that  he  was  in 
favor  of  it. 
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Mr.  Treadway.  But  there  is  nothing  in  the  bill  about  that. 

Mr.  Jolly.  There  is  nothing  in  here  to  take  care  of  the  hospitals. 

Mr.  Treadway.  Your  first  information  about  it  was  when  you 
saw  the  bill  in  print? 

Mr.  Jolly.  Yes,  sir. 

Ylr.  Treadway.  That  is  the  first  that  any  representative  of  hospi- 
tals in  the  country  knew  of  the  provision  that  your  pay  rolls  would  be 
taxed . 

Mr.  Jolly.  Yes,  sir. 

hir.  Treadway.  You  are  the  president  of  the  American  Hospital 
Association.  You  said  that  in  the  beginning. 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  And  you  represent  6,000-odd  hospitals? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  And  I have  no  doubt  that  some  committee — not 
this  committee — ^has  agreed  with  you  to  place  this  matter  before 
Congress? 

Mr.  Jolly.  Yes,  sir.  I represent  the  joint  committee;  I represent 
all  of  the  American  hospital  associations — the  Catholic  Hospital 
Association  and  the  Protestant  Hospital  Association. 

Mr.  Treadway.  Unfortunately,  as  I see  it,  you  have  not  been  a 
party  to  the  preparation  of  this  bill,  nor  have  you  been  consulted  by 
those  who  have  prepared  it,  in  any  way,  shape,  or  form. 

Mr.  Jolly.  That  is  true. 

Mr.  Treadway.  It  may  be  that  others  can  justify  that,  but  it 
seems  strange  to  me  that  you,  as  the  representative  of  6,000  hospitals — 
and  I should  like  to  get  that  very  clear  for  the  record,  because  I am 
just  a layman  and  know  nothing  about  these  matters.  As  I under- 
stand it,  you  are  the  president  of  the  National  Hospital  Association 
and  represent  a joint  committee  which  is  comprised  of  representatives 
of  all  the  hospital  associations. 

Mr.  Jolly.  That  is  true. 

Mr.  Treadway.  And  there  are  6,400  of  those  hospitals?  Each  one 
of  those  has  a board  of  directors,  I assume. 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  And  those  members  are  charitably  inclined,  public- 
spirited  people? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  Irrespective  of  religious  affiliation;  there  is  no 
religious  factor  involved  here  at  all? 

Mr.  Jolly.  No,  sir. 

Mr.  Treadway.  They  are  all  charitably  inclined? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  People  who  are  interested  in  their  communities? 

Now,  Doctor,  they  naturally  would  have  a great  interest  in  the 
preparation  of  as  comprehensive  a measure  as  this  is,  having  to  do 
with  the  public  welfare. 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  Affecting  communities  scattered  throughout  the 
United  States. 

Mr.  Jolly.  Yes,  sir.  That  is  why  I am  here. 

Mr.  Treadway.  Do  you  not  feel — perhaps  this  is  an  embarrassing 
question,  and  I do  not  want  to  embarrass  anybody,  unless  it  is  some 
Democrats  once  in  a while 
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Mr.  Jolly.  Well,  I am  a Democrat. 

Mr.  Treadway.  Of  course,  that  does  not  make  any  difference. 
You  are  here  as  representative  of  these  hospitals.  We  may  try  to 
embarrass  some  of  these  Democrats  on  the  floor  of  the  House.  How- 
ever, do  you  not  feel  that,  considering  the  large  group  of  people, 
scattered  throughout  the  United  States,  whom  you  are  representing 
here  today,  someone  connected  with  the  Government  in  the  prepara- 
tion of  such  a broad  measure  as  this  should  have  asked  some  kind  of 
assistance  or  advice  or  information  of  someone  representing  your 
group? 

Mr.  Jolly.  I would  say  yes. 

Mr.  Treadway.  You  would  not  consider  that  all  the  wisdom  on 
these  subjects  was  confined  to  these  college  technical  experts,  who 
have  had  no  experience  out  in  the  world,  who  do  nothing  but  lecture 
to  college  students;  you  would  not  consider  that  they  represent  all 
the  wisdom  of  the  United  States  on  medical  and  health  matters, 
would  you? 

Mr.  Jolly.  No,  sir. 

Mr.  Treadway.  I would  not,  either. 

Mr.  Hill.  Mr.  Jolly,  this  hospital  advisory  board  listed  here  on 
page  43  of  this  report  that  has  been  referred  to  were  consulted  as  to 
this  legislatiou,  were  they  not? 

Mr.  Jolly.  I stated  a moment  ago  that  this  advisory  committee 
was  called  to  one  meeting  to  discuss  only  the  problem  of  health 
insurance. 

Mr.  Hill.  And  you  were  interested  in  that? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  You  are  now  interested  in  that? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  You  favor  that  in  this  legislation? 

Mr.  Jolly.  Health  insurance? 

Mr.  Hill.  Yes. 

Mr.  Jolly.  I would  not  say  that,  not  here.  But  that  is  not  in 
here.  Health  insurance  is  not  in  here. 

Mr.  Hill.  Just  what  were  you  here  for? 

Mr.  Jolly.  When? 

Mr.  Hill.  As  a member  of  this  advisory  board. 

Mr.  Jolly.  To  study  the  matter  of  health  insurance.  That  is  not 
in  here.  We  are  coming  together  again  next  week  for  the  same  pur- 
pose. 

Mr.  Hill.  Were  you  interested  in  any  other  features  of  the  bill? 

Air.  Jolly.  No,  sir;  just  health  insurance.  That  is  all  we  were  for. 

Air.  Hill.  You  were  not  consulted  about  any  other  features? 

Air.  Jolly.  No,  sir. 

Air.  Hill.  Health  insurance  was  not  included? 

Mr.  Jolly.  No,  sir. 

Mr.  Hill.  Do  you  favor  the  legislation  proposed  in  this  bill? 

Mr.  Jolly.  Yes,  sir. 

Air.  Hill.  You  are  for  it? 

Air.  Jolly.  Yes,  sir. 

Air.  Hill.  And  your  advisory  committee  is  for  it? 

Air.  Jolly.  Oh,  yes,  sir.  We  are  for  that,  but  we  want  the  hospitals 
exempted. 
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Mr.  Hill.  I understand  that.  I am  talking  about  the  general 
legislation  proposed  in  this  bill. 

Mr.  Jolly.  Yes,  sir;  we  are  for  it. 

Mr.  Hill.  You  favor  old-age  insurance? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  And  you  favor  unemployment  compensation? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  And  you  want  your  own  group  exempted  from  the  tax 
to  be  imposed  under  those  provisions? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  But  you  are  favorable  to  the  legislation  proposed  in  this 
bill  as  to  those  subjects? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  So  you  are  not  hostile  to  it? 

Mr.  Jolly.  No,  sir;  not  at  all. 

Mr.  Hill.  You  gave  some  study  to  it,  I take  it? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  Your  group  did? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  Your  advisory  group? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  You  are  president  of  the  American  Hospital  Association? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  Does  that  include  church-supported  hospitals  as  well  as 
those  that  are  not  supported  by  churches? 

Mr.  Jolly.  Yes.  There  are  748  church  hospitals  in  the  country. 

Mr.  Hill.  How  are  the  others  supported?  The  others  are  non- 
sectarian, I take  it? 

Mr.  Jolly.  Yes.  Sometimes  some  of  them  are  fraternal  hospitals 
like  the  Shrine  Crippled  Children  Hospital,  or  some  of  them  are  set 
up  by  people  in  the  community.  Sometimes  even  a doctor  puts  up  a 
hospital  that  serves  the  community.  There  is  no  profit  to  it.  He 
has  put  it  up  for  that.  For  instance,  I know  of  a doctor  this  last 
week  that  showed  me  his  hospital.  He  has  the  only  hospital  in  the 
county.  He  said,  “I  put  every  cent  I ever  made  into  this  hospital, 
and  now  I am,  ruined,  and  I am  going  to  lose  the  hospital.  I have 
lost  everything  I have  had  because  I have  tried  to  serve  the  whole 
county  and  they  have  overrun  me  and  ruined  me.” 

Mr.  Hill.  Did  he  expect  to  make  a profit  when  he  originally  set 
up  the  hospital? 

Mr.  Jolly.  He  did  not  expect  to  make  a profit,  but  he  expected 
not  to  lose  everything  that  he  had. 

Mr.  Hill.  Are  there  any  hospitals  within  the  American  Hospital 
Association  that  are  not  nonprofit  hospitals? 

Mr.  Jolly.  Yes,  sir.  Most  of  them  are  nonprofit  hospitals. 

Mr.  Hill.  I said  not  nonprofit  hospitals. 

Mr.  Jolly.  Oh,  there  are  a few  owned  by  private  individuals;  a 
very  few  of  them. 

Mr.  Hill.  Do  you  want  to  exempt  those  from  the  operation  of 
this  bill?  Do  you  want  to  exempt  those  that  operate  for  a profit  from 
the  operation  of  this  bill? 

Mr.  Jolly.  No,  we  do  not  want  to  exempt  them.  It  is  just  the 
nonprofit  hospitals  that  we  want  to  exempt. 

Mr.  Hill.  There  are  some  hospitals  in  your  group,  the  American 
Hospital  Association,  that  are  operating  for  profit.  Is  that  true? 
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Mr.  Jolly.  Yes,  sir;  but  a very  few  of  them. 

Mr.  Hill.  You  do  not  want  to  exempt  those  from  the  operation? 

Mr.  Jolly.  I would  not;  no,  sir;  if  they  are  making  a profit. 

Mr.  Hill.  You  want  exemption  of  the  nonprofit  hospital  institu- 
tions from  the  operation  of  this  bill? 

Mr.  Jolly.  Yes,  sir;  that  is  it. 

Mr.  Hill.  Are  you  acquainted  with  the  character  of  institutions 
embraced  in  the  Western  Hospital  Association? 

Mr.  Jolly.  Yes,  sir;  I know  them. 

Mr.  Hill.  Are  they  nonprofit,  or  not? 

Mr.  Jolly.  Yes,  sir;  nearly  all  of  them  are  nonprofit.  There  are 
1 or  2 that  are  set  up  for  profit.  There  is  a group  of  doctors  in  Los 
Angeles  who  have  set  up  their  own  hospital.  They  have  a whole, 
complete  scheme  for  taking  care  of  people,  their  health  and  the  hospital- 
ization, and  everything,  I think,  but  dental  care.  That  is  a profit 
hospital.  But  there  are  very  few  on  the  Pacific  coast  that  are  profit 
hospitals. 

Mr.  Hill.  There  are  some  hospitals  within  that  group,  that  are 
operated  for  profit? 

Mr.  Jolly.  Yes,  sir;  very  few,  though. 

Mr.  Hill.  Do  you  know  the  relative  number? 

Mr.  Jolly.  I would  say  that  there  was  not  over  2 percent  of  them. 

Mr.  Hill.  What  character  of  hospitals  are  the  98  percent,  then, 
in  that  Western  Hospital  Association? 

Mr.  Jolly.  Those  are  nonprofit  hospitals. 

Mr.  Hill.  Who  maintains  them?  How  are  they  maintained? 

Mr.  Jolly.  They  are  maintained  by  churches  or  by  community 
\ groups,  and  the  rest  of  them  Government  hospitals.  Of  course, 
you  can  count  the  Government  out  if  you  want  to. 

Mr.  Hill.  The  hospitals  in  the  Catholic  Hospital  Association  are 
all  sponsored  by  the  Catholic  Church,  are  they? 

Mr.  Jolly.  There  are  650  Catholic  hospitals  in  the  United  States. 

Mr.  Hill.  Are  they  all  in  that? 

Mr.  Jolly.  They  are  all  in  this  group  about  which  we  are  talk- 
ing, the  nonprofit  hospitals. 

Mr.  Hill.  Are  they  all  in  that  group  known  as  the  Catholic 
Hospital  Association? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  They  are  all  nonprofit,  you  say? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  You  have  here  the  Cincinnati  General  Hospital. 

Mr.  Jolly.  That  is  a tax-supported  hospital,  municipal. 

Mr.  Hill.  Is  that  a nonprofit  hospital? 

Mr.  Jolly.  Yes,  sir;  that  is  tax  supported. 

Mr.  Hill.  It  pays  nothing  above  expenses  of  operation? 

Mr.  Jolly.  No,  sir. 

Mr.  Hill.  How  about  this  last  one  here,  Mr.  Davis,  chairman  of 
the  council  on  community  relations  of  American  Hospital  Association. 
Is  that  a kind  of  a liaison  organization? 

Mr.  Jolly.  Yes;  that  has  nothing  to  do  with  any  particular 
hospital.  That  is  just  a committee  of  the  American  Hospital 
Association. 

Mr.  Hill.  As  I get  it,  you  would  have  no  objection  to  including 
within  the  provisions  of  this  bill  all  of  the  hospitals  that  operate  for 
profit? 
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Mr.  Jolly.  Yes,  sir;  that  is  right. 

Mr.  Hill.  But  you  want  to  exclude  those  that  are  operated  without 
any  idea  of  profit? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  Can  you  tell  us  about  what  percentage  of  all  the 
hospitals  of  the  country  are  operated  for  profit? 

Mr.  Jolly.  I could  only  approximate  it.  I told  you  that  there 
are  6,437  hospitals,  to  be  accurate,  in  the  United  States.  Seven 
hundred  and  fifty-six  of  those  are  Government  hospitals.  That 
leaves  3,481  general  hospitals,  non-Government.  Then  we  have 
tubercular  hospitals;  mental  hospitals;  special  hospitals,  like  ear, 
nose,  and  throat,  genito-urinaries,  and  things  like  that.  I should  say 
there  are  4,500  nonprofit  hospitals  in  the  United  States. 

’ Mr.  Hill.  4,500  out  of  6,400? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  Are  nonprofit? 

Mr.  Jolly.  Nonprofit  hospitals,  yes. 

Mr.  Hill.  That  leaves  a very  considerable  number  of  hospitals 
operated  for  profit. 

Mr.  Jolly.  If  you  take  756  out  of  that,  then  that  does  not  leave 
so  very  many. 

Mr.  Hill.  How  many  does  it  leave?  You  make  the  calculation. 

Mr.  Jolly.  In  round  numbers  it  would  be  about  450  profit  hos- 
pitals. 

Mr.  Cooper.  Doctor,  without  undertaking  to  reflect  any  personal 
views  on  the  points  raised  by  you,  I am  simply  seeking  a little  informa- 
tion on  this  question  that  has  been  raised  by  the  gentleman  from 
Washington.  I understand  that  it  is  your  position  that  the  hospitals 
throughout  the  country  that  do  not  make  a profit  should  not  have 
this  tax  imposed  upon  them. 

Mr.  Jolly.  That  is  true. 

Mr.  Cooper.  From  an  administrative  standpoint  how  could  that 
be  handled?  You  do  not  know  until  the  end  of  the  year,  do  you 
whether  a hospital  has  made  a profit  or  not? 

Mr.  Jolly.  We  know  every  30  days.  Our  own  hospital  has  its 
books  audited  every  30  daj^s  by  a certified  accountant. 

Mr.  Cooper.  You  mean  every  hospital  within  your  group  has  an 
audit  every  30  days? 

Mr.  Jolly.  No,  I mean  the  one  of  which  I am  superintendent,  but 
we  all  keep  books  every  30  days. 

Mr.  Cooper.  You  are  speaking  not  for  your  hospital  alone,  you  are 
speaking  for  your  association  of  hospitals,  are  you  not? 

Mr.  Jolly.  I think  every  hospital  in  the  United  States  could  tell 
you  every  30  days  how  the}?-  got  along  that  month.  I know  they 
could. 

Mr.  Cooper.  But  of  course  you  understand  this  bill  does  not  con- 
template the  tax  shall  be  imposed  on  profit  business.  That  is  not 
the  plan  of  this  measure.  You  understand  that,  do  you  not? 

Mr.  Jolly.  Yes,  I understand  that,  but  it  is  on  your  pay  roll,  is 
it  not? 

Mr.  Cooper.  Yes,  on  the  pay  roll. 

Mr.  Jolly.  Nonprofit  hospitals  have  pa}?-  rolls  just  like  the  rest. 

Mr.  Cooper.  What  I am  getting  at  is,  from  an  administrative 
standpoint  how  could  you  work  out  some  arrangement  so  as  to  take 


ECONOMIC  SECUEITY  ACT 


431 


care  of  the  hospitals  you  have  in  mind,  and  yet  not  allow  the  others 
to  escape  that  you  frankly  state  that  you  think  should  not  escape? 

Mr.  Jolly.  Of  course,  I do  not  know  how  to  set  that  up  for  you; 
it  certainly  would  be  a very  easy  matter  to  find  out  the  hospitals 
that  are  set  up  for  profit;  whether  they  make  a lot  of  profit  or  not — 
of  course,  a lot  of  them  that  are  set  up  for  profit  do  not  make  any 
profit.  Some  of  them  have  been  ruined.  Even  with  the  nonprofit 
hospitals  we  have  closed  400  in  the  last  5 years.  I came  through 
Chicago  Saturday,  and  they  had  just  closed  up  the  Iriquois  Hospital, 
that  was  put  up  in  memory  of  the  fire. 

Mr.  Hill.  Will  you  define  for  the  record  what  you  consider  a non- 
profit hospital? 

Mr.  Jolly.  A nonprofit  hospital  is  one  that  is  organized  for  the 
purpose  of  not  making  a profit,  but  that  every  cent  over  actual  op- 
erating expenses  goes  to  take  care  of  charity  patients,  maintenance  of 
the  property,  and  so  forth.  We  call  them  voluntary  hospitals,  where 
they  are  put  up  to  take  care  of  just  as  many  people  as  it  is  possible  to 
take  care  of.  After  you  take  care  of  the  people  who  pay  you,  you 
take  care  of  as  many  free  people  as  you  can  off  of  those  who  pay  you, 
if  you  get  any. 

Mr.  Cooper.  Would  it  be  your  idea  that  all  hospitals,  within  the 
definition  just  given,  should  be  exempted? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Cooper.  Is  it  not  conceivable  that  some  hospital,  although  it 
is  not  organized  or  conducted  as  a profit  hospital,  might  at  least  break 
even  or  make  a little  money,  while  on  the  other  hand  some  hospital 
that  was  intended  as  a profit-making  hospital  might  come  out  in  the 
red?  I am  just  wondering  how  you  are  going  to  be  able  to  administer 
any  exemption  provision  so  as  to  make  the  separation  that  you  have 
in  mind. 

Mr.  Jolly.  Many  of  the  profit  hospitals  have  come  out  in  the  red. 
Some  of  those  who  are  not  organized  for  profit  have  gotten  over  into 
the  black — very  few  of  them — but  the  black  that  they  have  must  go 
to  take  care  of  charity  patients.  It  is  written  in  their  charters.  That 
is  the  way  their  charter  reads,  to  take  care  of  charity  patients — free 
service. 

The  Chairman.  Would  the  distinction  be,  Mr.  Jolly,  that  a non- 
profit hospital  would  be  one  that  under  no  circumstances  ivould  pay 
any  dividends  to  either  the  stockholders  or  the  private  owners? 

Mr.  Jolly.  That  is  usually  the  way  it  is  written  in. 

The  Chairman.  And  a profit  hospital  would  be  one  that  might 
and  would,  when  it  had  a profit,  pay  dividends  to  the  stockholders  or 
to  the  private  owners? 

Mr.  Jolly.  Yes,  sir.  That  is  the  usual  way  the  charter  is  written. 

The  Chairman.  That  could  be  easily  determined? 

Mr.  Jolly.  Yes. 

The  Chairman.  In  other  words,  the  nonprofit  hospital  upon  mak- 
ing any  profit,  if  it  does,  enlarges  the  scope  and  usefulness  of  the 
institution,  and  none  of  it  goes  to  the  benefit  of  the  owners? 

Mr.  Jolly.  That  is  it. 

Mr.  Lewis.  I want  to  compliment  the  Doctor  on  the  directness  of 
his  answers.  It  is  very  helpful  to  the  committee. 

Mr.  Jolly.  Thank  you. 
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Mr.  Lewis.  You  may  not  be  able  to  give  me  the  approximate 
figures,  but  I would  like  to  have  them  given.  What  percentage  of 
the  budget  of  expenses  of  a typical  hospital  will  go  to  the  pay  roll? 

Mr.  Jolly.  About  30  percent  is  the  average  over  the  United 
States.  As  I say,  in  some  places  it  is  higher.  In  Cleveland  it  is  55 
percent.  But  the  average  in  the  United  States  is  between  30  and 
33  percent  for  pay  roll. 

Mr.  Lewis.  Not  as  high  as  I had  supposed. 

Now,  then.  Doctor,  this  further  question:  The  employees  are 
largely  nurses,  are  they  not? 

Mr.  Jolly.  No,  sir;  I would  not  say  that  the  nurses  predominate. 
I think  that  maids  and  orderlies  and  porters  perhaps  would  be  the 
larger  number;  then  would  be  the  nurses,  and  then  clerical  help. 

Mr.  Lewis.  What  percentage  of  the  salaries  of  those  on  salary 
would  fall  below  $100  a month? 

Would  fall  below  $100? 

Mr.  Lewis.  What  percentage  of  the  employees? 

Mr.  Jolly.  I would  say  85  percent.  It  is  different  in  different 
parts  of  the  country.  For  instance,  in  the  South,  our  folks  work  for 
less  than  they  do  in  the  North  and  the  East.  Nurses  and  everybody 
work  for  less  there  than  they  do  in  the  North  and  the  East. 

Mr.  Lewis.  Then  the  phenomenon  of  dependency  and  old  age  is 
about  as  likely  to  fall  on  hospital  employees  as  on  other  branches 
of  the  population? 

Mr.  Jolly.  I could  not  answer  that  except  to  give  my  own  idea, 
and  I think  you  would  be  correct;  yes,  sir. 

Mr.  Lewis.  That  is  very  acceptable. 

Mr.  Jolly.  Yes,  sir;  I think  it  would. 

Mr.  Lewis.  In  other  words,  they  would  stand  in  the  same  general 
need  for  likely  assistance  when  past  65  as  the  rest  of  the  population? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  Is  there  an  age  limdt  on  the  services  of  nurses?  For 
exam.ple  would  you  consider  a nurse  unavailable  at  60  or  65,  though 
she  be  in  good  health? 

Mr.  Jolly.  No,  sir.  We  have  no  arbitrary  figure  set  th 
We  do  for  doctors,  but  we  do  not  for  nurses. 

Mr.  Lewis.  I think  that  is  all. 

The  Chairman.  Were  you  through  with  your  main  statement? 

Mr.  Jolly.  No,  sir. 

The  Chairman.  Will  you  proceed? 

Mr.  Jolly.  Hospitals  have  no  opportunity  to  increase  the  rates  for 
service  to  cover  the  cost  incident  to  unem.ployment  insurance  as 
industries  and  commercial  enterprises  have.  The  industries,  when 
they  have  this  tax  put  upon  them,  can  raise  their  selling  price  and  get 
their  money  back.  Hospitals  cannot  do  that.  We  are  almost  at  a 
fixed  charge  there.  People  just  will  not  stand  for  certain  charges  in  a 
hospital.  You  get  to  a certain  amount  and  you  cannot  go  any 
further  with  it.  Industries  can  raise  their  selling  prices,  but  hospitals 
cannot  raise  the  selling  prices  very  easily.  So  there  is  another  way 
in  which  we  do  not  parallel  industry.  Employment  in  hospitals  is 
dependent  upon  the  amount  of  sickness  and  not  upon  the  condition 
of  industry.  We  employ  people  in  the  hospital  according  to  the 
number  of  sick  people  that  we  have.  Industry  employs  them  accord- 
ing to  the  amount  of  work  that  they  have  to  put  out.  That  is  another 
thing  that  differentiates  us  from  industry. 
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While  we  do  not  want  to  be  considered  as  an  industry 

Mr.  Lewis.  May  I interrupt?  That  argument  would  apply  to  the 
unemployment  feature  particularly,  but  it  would  not  apply  to  old-age 
dependency. 

Mr.  Jolly.  No,  sir;  you  are  right.  The  hospital  load  tends  to 
increase  during  the  periods  of  general  unemployment.  More  indigent 
people  come  to  the  hospital  during  the  depression  than  come  when 
they  are  at  work.  I think  you  can  see  the  reason  for  that  without  any 
argument. 

Hospitals  in  such  periods  meet  their  financial  problem  not  by  the 
discharge  of  employees,  but  through  the  reduction  of  salaries  and 
wages,  and  that  as  a consequence  an  enforced  payment  into  an  un- 
employment pool  would  result  in  a reduction  of  the  salaries  and  wages 
of  employees  in  hospitals,  without  their  ever  being  able  to  draw  any 
appreciable  result. 

That  is  what  we  did  during  this  depression.  Instead  of  turning 
people  off,  workers  in  the  hospital — because  we  could  nob  turn  them 
off ; we  still  had  a great  many  patients  in  the  hospitals  and  we  had  to 
take  care  of  them — instead  of  turning  the  people  off  we  reduced  wages. 
Some  hospitals  reduced  wages  50  percent,  and  some  of  us  went  as 
far  as  60  percent  reduction  in  pay  roll.  I can  cite  you  some  instances 
where  people  worked  in  a hospital  for  nothing  but  their  room  and 
board  in  order  to  keep  their  jobs;  and  even  then  hospitals  went  in  the 
red,  and  some  of  them  had  to  close. 

The  annual  pay  roll  of  the  voluntary  hospitals  of  America  amounts 
to  $121,500,000.  The  pay  roll  of  hospitals  constitutes  about  30 
percent  of  the  total  cost  of  operation.  Hospitals  have  had  an  increased 
burden  of  indigent  sick  without  Government  relief  except  in  three  or 
four  States.  Relief  agencies  have  fed  and  clothed  and  housed  the 
indigent  but  the  moment  they  need  hospitalization  the  relief  agencies 
have  taken  the  attitude  that  the  hospitals  always  have  cared  for  the 
indigent  so  let  them  do  so  now,  ignoring  the  fact  that  in  addition  to  an 
increase  in  free  patients,  the  hospitals  have  had  a falling  off  of  earnings 
from  pay  patients  and  a falling  off  of  donations  from  philanthropically 
minded  people  to  about  40  percent  of  what  such  donations  were  in 
1929  and  1930.  I would  like  for  you  to  remember  that,  gentlemen.  We 
have  had  no  relief  at  all,  the  hospitals,  from  any  relief  association 
except  in  three  or  four  States  where  the  local  relief  association  does 
that. 

Mr.  Knutson.  I desire  to  call  your  attention  to  section  3,  at  the 
bottom  of  page  2 of  the  bill.  The  language  after  the  comma  in  line 
23  does  not  seem  to  offer  very  much  hope  for  hospitals  under  this 
legislation. 

Mr.  Jolly.  I know  that,  sir. 

Mr.  Knutson.  It  closes  the  door  on  any  charity  patient  that  any 
hospital  may  have,  for  he  would  be  ineligible  to  relief. 

Mr.  Jolly.  Yes,  sir. 

Mr.  Knutson.  Do  you  put  any  other  construction  on  that? 

Mr.  Jolly.  No,  sir;  I see  no  help  in  this  for  the  hospitals  at  all. 

Mr.  Knutson.  Nor  the  people  in  the  hospitals? 

Mr.  Jolly.  No,  sir;  that  is  what  I am  trying  to  tell  you,  that  the 
relief  associations  have  fed  the  people  and  have  taken  care  of  them  by 
ood  and  clothing  and  housing  and  so  forth,  but  the  minute  they  got 
sick  and  walked  up  to  the  hospital  door,  they  said,  “All  right,  you 
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take  care  of  them”.  We  have  not  been  able  to  get  any  money  from 
anybody  to  take  care  of  these  indigent  patients,  for  relief  patients, 
even.  We  have  not  been  able  to  get  money  for  them.  The  hos- 
pitals have  borne  not  only  the  burden  they  have  always  borne  but 
have  had  this  increased  burden. 

Mr.  Knutson.  Would  it  not  seem  that  an  indigent  person  in  need 
of  medical  attention  or  hospitalization  is  more  in  need  than  an  indigent 
person  who  has  his  health? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Knutson.  If  anything,  we  should  make  extra  provision  for 
him? 

Mr.  Jolly.  Yes,  sir. 

The  Chairman.  Doctor,  is  it  your  position  that  if  this  tax  is  im- 
posed upon  hospitals  of  the  type  and  class  you  represent,  that  it  will 
be  reflected  in  less  service  to  those  that  receive  charity  treatments; 
in  other  words  you  will  be  able  to  do  less  charity  work? 

Mr.  Jolly.  Yes,  sir;  absolutely.  If  we  have  to  pay  this  tax, 
where  in  the  world  are  we  going  to  get  money  to  take  care  of  indigent 
patients?  Most  of  us  are  absolutely  dependent  now  on  the  receipts 
from  pay  patients,  because  our  donations  have  gone  down  to  nothing, 
or  almost  nothing;  I mean  that  comparatively.  We  have  no  other 
way  to  get  at  more  money. 

The  Chairman.  The  net  effect  would  be,  then,  that  your  institution 
would  be  unable  to  do  as  much  charity  work  as  it  has  been  doing  and 
is  doing  at  present? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Treadway.  The  purpose  of  this  bill  seems  to  be  to  gather 
together  quite  a large  lot  of  money  one  way  or  another,  by  tax,  by 
levying  on  pay  rolls,  or  various  ways,  and  appropriations  from  the 
Federal  Government.  If  all  this  money  that  is  in  prospect  be  gath- 
ered together  under  this  bill  and  equitably  distributed,  would  it 
relieve  hospitals  from  some  of  the  need  of  money  for  indigent  cases? 

Mr.  Jolly.  I do  not  see  how  it  would  relieve  us  if  we  have  to  take 
care  of  patients.  The  patients  come  to  our  doors. 

Mr.  Treadway.  The  theory  of  this  bill  so  far  as  the  unemploy- 
ment and  the  old-age  sections  are  concerned,  is  to  relieve  indigency 
and  distress. 

Mr.  Jolly.  That  does  not  relieve  indigent  sickness,  does  it?  The 
amount  of  money  that  they  would  get  if  they  were  out  of  employ- 
ment would  not  justify  them  in  going  to  a hospital  and  paying  their 
way. 

Mr.  Treadway.  It  would  not  add  to  your  receipts? 

Mr.  Jolly.  No,  sir. 

Mr.  Treadway.  Or  relieve  you  of  the  care  of  the  indigent? 

Mr.  Jolly.  If  a person  gets  $15,  or  $30  a month,  that  is  a dollar  a 
day.  It  costs  that  to  feed  him  in  a hospital. 

Mr.  Treadway.  So  you  do  not  feel  that  the  patients  liable  to  ask 
for  service  at  hospitals  will  be  reduced? 

Mr.  Jolly.  No,  sir. 

Mr.  Treadway.  Or  cared  for  in  another  way,  with  this  bill  in 
operation? 

Mr.  Jolly.  No,  sir;  I see  no  help  for  the  hospitals  in  that. 

The  Chairman.  Would  it  not  be  a fact,  then,  that  with  relief  being 
given  under  this  bill  there  would  be  fewer  charity  patients? 
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Mr.  Jolly.  No,  sir;  I do  not  think  so,  because  there  is  not  enough 
relief  in  this  for  the  patient  to  enable  him  to  go  to  a hospital  and  pay 
his  way.  He  is  still  going  to  have  to  go  to  some  free  hospital.  A 
person  getting  $30  a month  cannot  pay  his  way  in  a hospital.  It 
would  not  pay  his  way  oyer  a week  in  a hospital. 

I have  just  one  more  point  in  my  statement: 

Nearly  400  voluntary  nonprofit  hospitals  ceased  operation  in  the 
past  5 years  because  the  financial  burden  became  too  heavy. 

We  respectfully  request  you  to  consider; 

First,  complete  exemption  of  hospitals  from  payment  to  the  general 
fund;  or 

While  being  exempted  from  the  1 percent  donation  hospitals  be 
allowed  to  pay  into  a special  pool  which  after  it  reaches  a certain 
amount  would  release  them  from  further  payments  except  when 
withdrawals  were  made  from  this  for  the  payment  of  unemployment; 
and 

Include  in  legislation  the  cost  of  hospitalization  for  beneficiaries 
so  that  hospitals  may  be  paid  for  the  care  which  they  are  asked  to 
provide  free  from  the  unemployed. 

Mr.  Reed.  I just  wanted  to  ask  if  during  this  depression  when  the 
contributions  to  your  hospital  were  going  down  you  had  to  curtail 
the  service  you  rendered  as  a result,  in  order  to  keep  within  your 
budget? 

Mr.  Jolly.  You  mean  to  refuse  to  accept  patients  or  give  less 
service  to  those  in  the  hospitals? 

Mr.  Reed.  Give  less  service  to  those  in  the  hospitals. 

Mr.  Jolly.  I think  that  I can  safely  say  that  very  few  hospitals 
have  reduced  the  service  that  they  give  to  patients.  We  may  have 
to  reduce  the  number  of  patients  that  we  take  in,  but  we  try  to  keep 
our  service — you  understand  that  hospitals,  approved  hospitals  meet 
standards  set  up  by  the  American  College  of  Surgeons.  Any  hospital 
which  does  not  keep  up  with  the  standards  is  put  off  the  approved  list, 
and  no  hospital  wants  to  go  off  the  approved  list. 

Mr.  Reed.  There  has  been  no  relaxation  in  that  standard  at  all? 

Mr.  Jolly.  No,  sir.  I do  not  know  of  a single  one. 

Mr.  Reed.  Has  the  cost  of  operation  increased  materially,  the  cost 
of  operating  your  hospitals? 

Mr.  Jolly.  Yes,  sir;  because  when  the  occupancy  of  a hospital 
goes  down,  your  cost  of  operation  goes  up.  You  have  the  same 
overhead,  or  almost  the  same,  and  you  oan  see  your  divisor  is  less, 
therefore  your  quotient  is  greater. 

Mr.  Reed.  You  would  have  a lot  of  idle  beds  with  all  that  over- 
head? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Reed.  Have  the  salaries  gone  up  or  down? 

Mr.  Jolly.  The  salaries  have  gone  down.  As  I say,  in  some 
hospitals  they  have  gone  down  50  percent. 

Mr.  Reed.  Has  the  cost  of  supplies  and  material  gone  up? 

Mr.  Jolly.  Yes,  sir.  In  the  past  6 months  supplies  have  gone 
up,  and  they  are  still  going  up.  Food  supplies  are  going  up  and  all 
the  materials  we  use  in  the  hospital  have  gone  up.  Food  has  gone 
up  20  percent. 

Mr.  Reed.  So  that  you  are  getting  squeezed  from  every  direction? 

Mr.  Jolly.  Every  direction. 
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Mr.  Reed.  This  would  be  just  one  more  squeeze? 

Mr.  Jolly.  Exactly.  I could  not  have  stated  it  better. 

Mr.  Chairman,  if  you  do  not  care  to  ask  me  any  other  questions, 
I would  like  to  introduce  to  you  Monsignor  Griffin,  who  is  the  vice 
president  of  the  Catholic  Hospitals  Association  and  a member  also 
of  this  joint  committee.  I would  like  for  him  to  say  a word. 

Mr.  Hill.  I would  like  to  ask  a question  or  two:  You  are  appearing 
here  for  the  interests  of  the  nonprofit  hospitals? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  Within  the  definition  that  you  gave  of  nonprofit  hos- 
pitals? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  You  are  not  interested  in  exempting  those  hospitals 
which  are  set  up  and  operated  for  profit? 

Mr.  Jolly.  No,  sir. 

Mr.  Hill.  Whether  they  make  a profit  or  not  is  beside  the  question? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  Would  you  care  to  submit  in  the  form  of  an  amendment 
something  to  meet  that  situation  that  you  have  presented  here  as  to 
the  nonprofit  hospitals? 

Mr.  Jolly.  Yes,  sir. 

Mr.  Hill.  So  as  to  exclude  those  set  up  for  profit? 

Mr.  Jolly.  We  can  put  that  in  this  little  brief  here  that  I have  for 
you. 

Mr.  Hill.  All  right. 

The  Chairman.  You  understand,  doctor,  that  the  proponents  of 
this  bill  when  they  first  appeared  before  the  committee  said  it  was 
only  a frameword,  that  they  desired  to  cooperate  with  the  committee 
and  that  any  change  which  the  committee  wished  to  make  would  be 
welcomed  by  the  sponsors  of  the  bill.  That  is  the  reason  you  are  here. 

Mr.  Jolly.  Yes,  sir. 

The  Chairman.  You  understand  that  it  is  not  a hard  and  fast  bill 
that  is  closed  against  all  amendment  or  change? 

Mr.  Jolly.  We  appreciate  the  opportunity  to  come  and  show  you 
our  side  of  it. 

The  Chairman.  We  thank  you  for  your  appearance  before  the 
committee  and  for  the  information  which  you  have  given. 

STATEMENT  OF  RIGHT  REVEREND  MONSIGNOR  MAURICE  F. 

GRIFFIN 

Monsignor  Griffin.  My  name  is  Right  Reverend  Monsignor  M.  F. 
Griffin,  Cleveland,  Ohio,  vice  president  of  the  Catholic  Hospital 
Association  of  the  United  States  and  Canada,  senior  trustee  of  the 
American  Hospital  Association. 

I would  like  to  speak  briefly  for  the  trustees  of  the  American  Hos- 
pital Association  and  for  the  board  of  directors  of  the  Catholic  Hospital 
Association. 

The  Chairman.  If  you  prefer,  you  have  the  privilege  of  making 
your  statement  without  interruption. 

Monsignor  Griffin.  I have  no  prepared  statement,  Hon.  Mr.  Chair- 
man. 

I would  like  to  begin  with  the  beginning  of  the  bill  to  alleviate  the 
hazards,  of  old  age,  unemployment,  and  illness.  I would  like  to  stop 


ECON'OMIC  SECURITY  ACT 


437 


right  there.  That  is  our  business,  alleviating  the  hazards  of  illness. 
We  have  the  organization  for  that  purpose.  If  the  purpose  of  this  bill 
is  to  alleviate  the  hazards  of  illness,  we  feel  we  should  be  included  in 
the  activities  contemplated  by  this  bill,  just  as,  for  instance,  when  the 
C.  W.  A.  was  organized  it  became  necessary  over  night  to  take  care 
of  approximately  5,000,000  men,  and  we,  this  same  committee  whose 
representatives  are  appearing  before  you  today,  were  called  in  by  the 
Federal  Emergency  Relief  Administration  and  requested  to  mobilize 
the  6,400  hospitals  for  the  purpose  of  making  them  tributary  to  the 
welfare  that  was  desired.  So,  too,  we  feel  that  in  the  operation  of  this 
bill,  there  should  be  provision  made  to  bring  in  the  hospitals  in  order 
that  they  might  contribute  their  services,  cooperating  in  this  general 
program.  We  view  with  alarm  such  provisions  as  this,  that  make  the 
beneficiaries  of  this  act  ineligible  to  receive  its  benefits  just  because 
they  are  inmates  of  public  or  charitable  institutions.  We  all  know 
that  these  people  65  years  and  over  are  going  to  be  inmates  of  charitable 
institutions,  and  such  we  consider  ourselves.  We  know  that  they  are 
going  to  be  in  the  hospitals  in  large  number.  We  express  great  sur- 
prise that  provision  was  written  in  this  act  to  make  them  ineligible. 

Mr.  Hill.  Will  you  yield  for  an  observation  right  there?  You  are 
referring  to  section  3 on  page  2 of  the  bill? 

Monsignor  Griffin.  No,  lines  23  and  24  on  page  2,  the  definition 
of  “old  age.” 

Mr.  Hill.  That  applies  to  old-age  assistance.  That  is  what  we  call 
old-age  pensions. 

Monsignor  Griffin.  Yes. 

Mr.  Hill.  But  it  does  not  apply  to  the  old-age  annuity  or  the 
unemployment  compensation  provisions  of  the  bill. 

Monsignor  Griffin.  Would  that  relieve  us,  sir? 

Mr.  Hill.  I say,  the  provision  here  in  section  3,  which  says: 

As  used  in  this  title  “old-age  assistance”  shall  mean  financial  assistance  assur- 
ing a reasonable  subsistence  compatible  with  decency  and  health  to  persons  not 
less  than  65  years  of  age,  who,  at  the  time  of  receiving  such  financial  assistance, 
are  not  inmates  of  public  or  other  chartitable  institutions,  * * *. 

applies  only  to  those  otherwise  eligible  for  the  old-age  pension,  as 
distinguished  from  those  who  are  beneficiaries  under  the  old-age 
annuity  and  the  unemployment  compensation  provisions  of  the  bill. 

Mr.  Lewis.  I presume  it  may  have  been  designed  to  stop  the  in- 
mfi,tes  from  getting  this  free  charitable  service  from  the  public  insti- 
tution and  the  pension  at  the  same  time.  ■ 

Mr.  Hill.  That  is  the  idea.  ^ 

Monsignor  Griffin.  I see  the  point  that  is  raised.  As  charitable 
institutions,  we  are  conducting  these  hospitals.  When  a patient 
comes  to  us,  does  he  ipso  facto  become  ineligible  to  the  benefits  that 
he  has  already  been  receiving? 

Mr.  Hill.  Ineligible  to  receive  the  old-age  pension. 

Monsignor  Griffin.  Yes. 

Mr.  Hill.  But  not  ineligible  to  receive  the  benefits  under  the  old- 
age  annuity  provisions  or  the  benefits  under  the  unemployment  com- 
pensation provisions  of  the  bill. 

Mr.  Lamneck.  Father,  I lived  in  close  proximity  to  the  Catholic 
institution  at  Columbus,  Ohio,  St.  Anthony’s  Hospital.  You  know 
where  that  is? 

Monsignor  Griffin.  Yes. 
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Mr.  Lamneck.  This  bill  would  exclude  anybody  in  that  institution, 
I know  a lot  of  them  personally,  who  may  be  receiving  any  old-age 
pensions  while  they  are  in  there.  That  is  what  the  bill  really  means. 

Monsignor  Griffin.  Yes. 

Mr.  Lamneck.  I do  not  see  why  it  should  have  that  condition. 

Monsignor  Griffin.  We  do  not  see  why  it  should  and  we  fear 

Mr.  Hill.  I am  not  arguing  on  that.  I am  just  trying  to  show 
you  what  the  bill  provides. 

Monsignor  Griffin.  They  need  more  money  while  they  are  in  a 
hospital  than  when  they  are  not  in  a hospital.  Just  when  they  have 
this  burden  of  hospitalization  put  upon  them  they  are  cut  off. 

Mr.  Hill.  I make  this  observation  in  view  of  the  fact  that  Mr. 
Jolly  presents  the  view  that  hospitals  ought  to  be  exempted  from  the 
imposition  of  the  tax. 

Monsignor  Griffin.  Yes. 

Mr.  Hill.  But  the  imposition  of  the  tax  to  which  he  refers  is  in  the 
case  only  of  old-age  insurance  or  the  old-age  annuity  and  of  the  unem- 
ployment compensation. 

Monsignor  Griffin.  Yes. 

Mr.  Hill.  There  is  no  tax  levied  in  connection  with  old-age  pensions 
on  the  hospitals  or  on  any  employer  or  employee. 

Monsignor  Griffin.  No. 

Mr.  Hill.  I just  wanted  to  get  you  straight  on  that.  I am  not 
arguing  with  you  as  to  whether  it  ought  to  be  in  there  or  not  to  be  in 
there.  We  did  not  write  it. 

Mr.  Knutson.  I did  not  understand  that  you  were  arguing  that 
point. 

Monsignor  Griffin.  No. 

Mr.  Knutson.  We  all  know  that  the  employability  of  the  people 
past  the  age  of  65  is  very  low,  practically  nil,  so  the  fact  that  they  can 
draw  unemployment  insurance  does  not  mean  anything;  they  would 
not  draw  any,  would  they? 

Monsignor  Griffin.  No. 

Mr.  Knutson.  Because  the  chances  are  they  will  be  permanently 
out  of  employment  before  they  get  to  be  65.  What  you  are  interested 
in  is  to  see  that  those  who  are  indigent  patients  of  hospitals  be  not 
barred  from  the  provisions  of  this  act. 

Monsignor  Griffin.  That  is  the  point. 

Mr.  Lewis.  Or  that  the  hospitals  receive  the  amount  of  the  pension 
while  he  is  being  hospitalized. 

Mr.  Knutson.  Of  course,  that  would  naturally  follow. 

Monsignor  Griffin.  Yes. 

Mr.  Treadway.  Monsignor,  I understood  from  the  remarks  of  our 
colleague,  Mr.  Hill,  that  he  was  trying  to  show  you  that  there  is  a 
difference  in  the  different  items  of  the  HU  as  regards  old-age  pensions 
or  unemployment,  and  so  on.  But  as  I understand  you,  you  take  the 
broader  ground  that  any  benefits  accruing  under  this  bill  to  anybody 
anywhere  should  include  those  in  hospitals  and  in  no  way  should  a 
person  in  the  hospital  be  excluded  from  any  feature  of  the  benefit 
that  may  accrue  from  this  bill,  provided  he  qualifies  in  other  ways. 

Monsignor  Griffin.  Precisely. 

Mr.  Treadway.  Is  that  your  contention? 

Monsignor  Griffin.  Yes,  sir;  precisely,  that  hospitalization  do 
not  prej  udice 

Mr.  Treadway.  In  any  feature  of  the  bill? 
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Monsignor  Griffin.  The  beneficiaries  of  this  bill. 

Just  to  clear  up  some  of  the  questions  that  have  been  asked > neither 
graduate  nurses  nor  pupil  nurses  are  included  in  the  pay-roll  figures 
to  any  great  extent.  The  large  number  of  graduate  nurses  in  a hos- 
pital are  private-duty  nurses  and  are  paid  for  by  the  patient  who 
emploj^s  them.  The  pupil  nurses  are  not  on  a salary.  They  may  get 
a small  honorarium  of  $5  to  $10  a month  to  cover  certain  incidental 
expenses,  but  they  are  considered  as  students.  We  emphasize  the 
student-nurse  designation.  The  employees  of  a hospital  are  not  the 
nurses  to  any  great  extent.  We  have  the  graduate  nurses,  of  course, 
acting  in  a supervisory  capacity,  as  instructors  to  our  pupil  nurses, 
and  so  forth,  but  the  large  number  of  nurses  are  not  included  in  the 
pay  roll. 

The  second  point  that  1 would  like  to  make  a brief  observation  on  is 
that  the  designation  “profit”  and  “nonprofit”  is  established  in  our 
charters.  It  is  a legal  designation  which  does  not  have  to  be  deter- 
mined by  an  audit  of  accounts  or  by  any  financial  report.  When  an 
institution  is  started,  it  is  known  as  a profit  or  nonprofit  institution. 
In  Ohio  we  have  only  three  such  profit  institutions.  Even  if  an 
organization  organized  not  for  profit  happened  by  any  strange  chance 
of  fate  to  have  a balance  at  the  end  of  the  year,  it  could  not  be  dis- 
tributed to  anyone  interested,  but  would  have  to  be  used  as  a nest  egg 
for  the  charity  that  would  follow  the  following  year.  One  reason  is 
that,  as  we  know,  in  the  course  of  human  events,  many  of  these 
beneficiaries  will  be  hospitalized.  They  will  not  have  money  enough 
to  pay  their  hospital  bill.  So  we  respectfully  request  that  some  pro- 
vision be  inserted  in  this  legislation  to  meet  that  additional  burden. 

Thank  you,  gentlemen. 

Mr.  Treadway.  Monsignor,  just  one  more  inquiry,  if  1 may. 

1 have  been  very  much  interested  in  your  statement  and  that  of 
Mr.  Jolly.  You  are  vice  president,  as  1 understand  you 

Monsignor  Griffin.  Of  the  Catholic  Hospital  Association. 

Mr.  Treadway.  Of  the  organization  of  which  Dr.  Jolly  is  president? 

Monsignor  Griffin.  No.  Mr.  Jolly  is  the  president  of  the  Ameri- 
can Hospital  Association.  I am  the  senior  trustee  of  the  American 
Hospital  Association.  In  the  American  Hospital  Association  we  have 
all  sorts  of  hospitals.  There  is  a group  of  650  Catholic  hospitals, 
and  I am  the  vice  president  of  that  group.  Alphonse  Schwitalls,  the 
dean  of  the  Medical  School  of  St.  Louis  University,  is  president.  He  is 
president  of  the  Catholic  Hospital  Association. 

Mr.  Treadway.  Yes,  sir;  and  subordinate  to  the  general  organiza- 
tion of  which  Dr.  Jolly  is  president.  Is  that  correct? 

Alonsignor  Griffin.  Yes. 

Mr.  Treadway.  Do  you  know  to  what  extent  Father  Schwitalls 
has  been  consulted  as  a member  of  the  hospital  advisory  board? 
His  name  appears  on  this  list. 

Monsignor  Griffin.  He  has  appeared  at  one  meeting  of  this  board 
that  discussed  group  hospitalization  or,  as  we  call  it,  hospital  insurance. 

Mr.  Treadway.  Hospital  insurance  is  health  insurance? 

Monsignor  Griffin.  Health  insurance. 

Mr.  Treadway.  That  is  the  same  item  that  Dr.  Jolly  referred  to 
in  his  testimony? 

Monsignor  Griffin.  Just  the  same  thing;  yes. 
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Mr.  Treadway.  At  the  one  meeting  at  which  your  representative — 
he  is  your  superior  in  the  organization,  is  that  correct? 

Monsignor  Griffin.  Yes. 

Mr.  Trea.dway.  He  appeared  at  one  session,  and  that  did  not  deal 
with  any  item  that  appears  in  this  bill,  according  to  Dt-.  Jolly’s 
testimony. 

Monsignor  Griffin.  That  is  my  information ; yes. 

Mr.  Treadway.  So  that  until  you  read  this  language  or  were  made 
familiar  with  this  printed  bill  introduced  a week  ago,  you  knew  nothing 
of  the  contents  going  to  make  up  this  bill? 

Monsignor  Griffin.  Yes;  that  is  correct. 

Mr.  Treadway.  Nor  did  Dr.  Schwitalls,  as  far  as  you  know? 

Monsignor  Griffin.  That  is  correct;  yes. 

Mr.  Treadway.  In  other  words.  Dr.  Jolly  and  these  other  gentle- 
men are  designated  as  members  of  a hospital  advisory  board,  who 
evidently  were  not  very  much  consulted  by  the  members  of  this 
legislation  on  the  particular  items  as  they  appear  in  here.  Is  that 
correct? 

Monsignor  Griffin.  That  is  my  information;  yes,  sir. 

The  Chairman.  Do  you  know  whether  your  views  touching  upon 
this  particular  phase  of  the  legislation  or  these  provisions  of  the  bill 
were  brought  to  the  attention  of  those  who  finally  were  responsible 
for  drafting  the  bills? 

Monsignor  Griffin.  I do  not  know. 

The  Chairman.  Did  you  bring  the  subject  matter  that  you  are 
now  bringing  to  the  attention  of  the  committee  on  economic  security 
the  thought  that  these  nonprofit  hospitals  should  not  be  taxed,  to  the 
attention  of  those  who  were  directly  responsible  for  drafting  the  bill? 

Monsignor  Griffin.  Not  directly  by  us.  As  Mr.  Jolly  has  said, 
the  only  conference  that  we  have  ever  had  was  with  Senator  Wagner 
last  year. 

The  Chairman.  You  did  have  that  conversation? 

Monsignor  Griffin.  That  was  last  year. 

The  Chairman.  Did  you  bring  this  feature  of  the  bill  to  his  atten- 
tion? 

Monsignor  Griffin.  Last  year.  We  have  not  this  year. 

Mr.  Hill.  In  this  report  of  the  committee  on  economic  security, 
page  34,  that  is,  as  included  in  the  message  of  the  President  to  the 
Congress,  the  subject  of  health  insurance  is  discussed  in  the  following 
language,  in  part: 

The  development  of  more  adequate  public-health  services  is  the  first  and  most 
inexpensive  step  in  furnishing  economic  security  against  illness. 

As  I understand  it,  without  reading  on  through,  that  subject  is 
still  an  open  question.  That  is  still  under  study  and  investigation? 
It  was  not  included  in  this  bill  but  is  still  a live  question? 

Monsignor  Griffin.  Yes. 

Mr.  Hill.  Your  group  was  here  particularly  with  reference  to  that 
subject? 

Monsignor  Griffin.  Yes. 

Mr.  Hill.  It  has  been  given  consideration,  but  the  studies  are  not 
yet  completed,  hence  it  was  not  included  in  the  bill. 

Just  one  other  question:  You  do  not  wish  to  be  understood,  I take 
it,  as  appearing  here  in  opposition  to  this  measure? 


ECONOMIC  SECURITY  ACT 


441 


Monsignor  Griffin.  Not  at  all.  We  are  in  sympathy  with  the 
general  principles  of  it. 

Mr.  Hill.  You  ask  that  nonprofit  hospitals  be  exempted  from  the 
imposition  of  the  tax  provided  in  the  old-age  annuity  and  the  unem- 
ployment compensation  features  of  the  bill? 

Monsignor  Griffin.  Yes. 

Mr.  Hill.  Then,  you  would  like  to  have  some  affirmative  matter 
inserted  to  recognize  hospitals  in  the  care  of  indigent  patients? 

Monsignor  Griffin.  Yes;  and  provide  for  that  care. 

Mr.  Hill.  I gathered  from  Mr.  Treadway’s  questions  that  he  tiics 
to  put  the  inference  in  this  record  that  your  groups  are  appearing  here 
in  opposition  to  this  bill.  That  is  not  true,  is  it? 

Monsignor  Griffin.  No. 

Mr.  Treadway.  I do  not  want  that  impression  to  go  out. 

Mr.  Hill.  I do  not,  either. 

Mr.  Treadway.  That  was  not  my  question  at  all.  I do  not  want 
that  impression  to  go  out  regarding  my  inquiries  of  you,  sir,  nor  of 
Dr.  Jolly,  either  one.  I am  bringing  out  the  fact  in  other  lines  of  this 
bill  that  people,  practical  people  like  yourself,  having  to  do  with  these 
problems,  are  not  the  ones  that  framed  this  legislation.  I am  not 
saying  I am  opposed  to  the  bill;  I am  not.  I am  in  favor  of  the 
principles  involved  here  as  much  as  any  man  is.  But  I do  want 
Congress  to  be  able  to  get  first-hand  information  from  the  people 
directly  and  practically  interested.  I admit  that  I have  not  the 
highest  personal  esteem  of  the  practical  features  of  many  of  the 
advisers  of  this  administration.  We  see  definite  illustrations  of  it 
right  here  in  this  bill,  when  there  can  be  a medical  committee  set  up 
and  appear  here  as  a hospital  advisory  board,  as  one  of  the  definite 
boards  established  by  the  three  or  four  members  of  the  Cabinet  who 
compose  the  main  body,  and  then  we  find  out  they  never  have  been 
consulted  on  anything  in  this  bill.  I think  it  bears  out  just  what  I 
said,  not  that  I want  my  colleague  to  put  into  my  mouth  words  of 
disapproval.  That  is  incorrect. 

Mr.  Hill.  I would  just  like  to  ask.  Monsignor,  whether  you  favor 
this  proposed  legislation,  with  the  modifications  you  have  presented 
here. 


Monsignor  Griffin.  Yes;  we  do. 

Mr.  Crowther.  I got  the  idea,  I do  not  know  wTere,  evidently 
from  the  press  or  something,  in  connection  with  the  preparation  of 
this  bill  that  that  was  the  one  subject  that  this  committee  was  not 
going  to  give  consideration  to  at  this  time,  as  I understand  from  the 
press  accounts  that  health  insurance  for  the  time  being  had  not  been 
included  in  this  bill  and  w^as  not  going  to  be  included  at  the  present 
time.  So  I think  that  accounts  for  its  absence.  I wall  say  to  the 
gentleman  from  Massachusetts  I do  not  know  what  my  authority  is. 
for  that. 

Mr.  Hill.  Your  author! W is  on  page  34  of  the  message  of  the' 
President,  wmich  includes  a report  of  the  Committee  on  Economic 
Security. 


Mr.  Knutson.  Monsigiior,  you  did  not  get  the  impression  from 
Mr.  Treadway’s  questions  that  he  was  hostile  to  this  legislation,  or 
that  he  was  trying  to  put  your  organization  on  record  as  being  hostile 


to 
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Monsignor  Griffin.  No;  we  do  not  get  that  impression. 

Mr.  Knutson.  How  many  charity  patients  are  there  in  the 
hospitals  of  the  United  States,  exclusive  of  municipal  and  public 
hospitals,  approximately? 

Monsignor  Griffin.  We  figure  that  the  average  daily  enrollment 
of  our  hospitals  is  about  450,000  patients;  that  is,  the  voluntary 
hospitals.  Breaking  down  the  6,400,  as  Mr.  Jolly  has  done,  into  the 
various  units,  the  voluntary  hospitals,  there  are  about  450,000  pa- 
tients a day.  Approximately  half  of  those,  by  and  large,  throughout 
the  country  in  all  character  of  hospitals,  are  charity  patients  for 
whom  nothing  is  being  paid. 

Mr.  Knutson.  About  how  many? 

Monsignor  Griffin.  About  half,  or  50  percent. 

Mr.  Brooks.  What  portion  of  the  450,000  would  you  figure  are  at 
or  above  the  age  of  65? 

Monsignor  Griffin.  We  have  no  figures  on  that.  I would  not 
even  hazard  a guess  on  that. 

Mr.  Brooks.  Would  there  be  a majority  of  them? 

Monsignor  Griffin.  Oh,  no;  no. 

Mr.  Woodruff.  It  would,  however,  be  a substantial  part,  would 
it-not? 

Monsignor  Griffin.  In  all  probability  the  proportion  would  ap- 
proximate the  proportion  in  the  population  in  general.  It  would 
approximate  it.  I do  not  think  the  law  of  averages  would  go  off  on 
;a  tangent  there.  I think  it  would  be  just  about  the  same  proportion 
[that  the  proportion  of  those  over  65  has  to  the  general  population  of 
the  country,  because  our  hospital  population  represents  a fairly 
acceptable  cross  section  of  the  general  population. 

Mr.  Woodruff.  It  is  not  your  opinion  that  the  difficulties  which 
face  a man  past  65  years  of  age  in  securing  employment  would  not 
bring  up  the  average  of  those  seeking  hospital  treatment  free  of 
•charge  above  the  general  average? 

Monsignor  Griffin.  It  might  work  the  other  way,  because  you 
would  immediately  eliminate  the  accidents  that  were  due  to  employ- 
mien  t. 

Air.  Woodruff.  Yes;  but  you  do  not  eliminate  the  disabilities  that 
.come  with  age. 

Monsignor  Griffin.  No.  One  would  probably  check  against  the 
other. 

Mr.  Woodruff.  I wanted  to  get  your  opinion  on  that. 

Monsignor  Griffin.  In  making  up  statistics — and  most  of  all, 
making  up  estimates — we  feel  that  the  law  of  averages  is  rather  safe 
w^hen  you  get  up  to  the  hundreds  of  thousands  of  cases.  Of  course, 
you  have  them  in  6,400  hospitals. 

Mr.  Woodruff.  It  would  be  interesting  to  have  definite  informa- 
tion on  that. 

Monsignor  Griffin.  Yes.  I never  have  heard  that  question  raised 
before. 

Mr.  Woodruff.  Thank  you  very  much. 

Mr.  Dingell.  Monsignor,  some  months  ago  I was  interested  in  a 
hospital  venture,  and  wm  consulted  at  that  time  the  National  Catholic 
Hospital  Conference.  I think  it  would  be  wuse  for  the  record,  in 
order  to  make  a definite  connection  between  your  representation  and 
.the  Catholic  hospitals,  to  give  the  committee  some  idea  as  to  the 
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number  of  beds  in  the  Catholic  hospitals  that  are  either  owned  and 
controlled  or  under  direct  Catholic  supervision.  Can  you  give  us  the 
figures? 

Monsignor  Griffin.  I do  not  believe  I could,  offhand. 

Mr.  Dingell.  Something  like  74  percent  of  the  450,000  beds  at 
that  time  were  either  owned  and  controlled  or  supervised  by  the 
Catholic  Hospital  Association,  as  I recall.  I just  wondered  whether 
such  figures  are  available. 

Monsignor  Griffin.  We  have  at  the  present  time  a paid-up 
membership  of  between  640  and  650.  It  varies  a little  bit  now  and 
then.  The  listing  of  hospitals  by  the  American  Medical  Association, 
which  is  the  only  complete  list  of  hospitals  in  the  United  States,  is 
something  over  6,400.  As  the  Catholic  hospitals  in  number  represent 
about  10  percent  of  the  total  enrollment  of  hospitals  in  the  United 
States,  I think  it  is  rather  safe  to  say  that  they  would  represent 
about  10  percent  of  the  beds  of  the  United  States,  because  of  course 
the  large  hospitals — the  Bellevue  Hospital  and  things  of  that  sort — 
are  so  large  that  they  bring  up  the  average  very  quickly  for  the  others. 
There  are  no  large  Catholic  hospitals;  400  beds  is  about  the  absolute 
limit  of  them.  So  we  just  say,  offhand,  it  is  about  10  percent  of  the  beds. 

Mr.  Dingell.  The  figures  that  were  obtainable  at  that  time,  which 
was  about  15  or  16  years  ago,  to  my  impression,  ran  somewhere 
around  74  percent  of  the  beds  in  the  United  States  and  Canada. 

Monsignor  Griffin.  I do  not  know,  although  I was  on  the  execu-- 
tive  committee  of  the  Catholic  Hospital  Association  at  that  time.  In. 
fact,  I was  on  from  the  beginning  of  its  organization  19  years  agoi- 
But  the  proportions  may  have  changed  rather  rapidly  since  15  years 
ago,  because  for  10  years  the  American  people  put  a million  dollars  a 
day  into  voluntary  hospitals,  and  they  built  up  a great  many  hospitals 
at  that  rate.  That  stopped  along  about  in  1929. 

Mr.  Lewis.  Monsignor,  the  figure  of  450,000  patients  referred  to 
the  Catholic  hospitals  alone? 

Monsignor  Griffin.  No;  that  was  the  voluntary  hospitals.  The 
voluntary  hospitals  are  the  members  of  the  American  Hospital 
Association  as  distinct  from  the  governmentally  owned  institutions. 

Mr.  Lewis.  That  would  indicate  then  a patient  for  about  every 
260  of  the  population?  That  is  a percentage  you  need  not  bother 
with. 

Air.  Reed.  Monsignor,  of  course  you  heard  the  testimony  of  Dr- 
Jolly,  who  preceded  you,  with  reference  to  the  effect  that  the  de- 
pression has  had  on  the  contributions  to  hospitals,  and  the  rising 
costs.  Have  jmu  had  about  the  same  experience? 

Monsignor  Griffin.  Oh,  yes;  because  legislation  and  costs  .and 
everything  of  that  sort  affect  all  hospitals;  that  is,  all  voluntary 
hospitals,  irrespective  of  their  type  of  control. 

There  is  just  one  other  item  in  connection  with  that  that  has  not 
been  mentioned  and  that  is  very  considerable  the  imposition  of  our 
processing  taxes.  The  imposition  of  the  processing  taxes  has  worked 
a considerable  hardship  on  the  hospitals.  The  Department  of 
Internal  Revenue  has  worked  out  a formula  of  exemption  on  percent- 
age of  use  for  charitable  purposes  which  has  relieved  the  hospitals  to 
some  extent. 

Air.  Reed.  But  you  are  still  suffering  from  the  effects  of  that  as- 
well  as  these  other  factors? 
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Monsignor  Griffin.  Then,  of  course,  all  food  costs  have  gone  up, 
all  supply  costs  have  gone  up,  all  fuel  costs  have  gone  up,  and  all 
importations,  surgical  instruments,  drugs,  and  all  of  those  things, 
have  gone  up.  The  only  way  we  have  been  able  to  meet  the  rising 
cost  of  commodities  is  the  squeezing  down  of  the  pay  roll.  The 
response  of  the  personnel  has  been  admirable.  As  Mr.  Jolly  has  said, 
there  are  graduate  nurses  working  in  hospitals  today  for  nothing 
except  their  board  and  room.  It  is  the  loyalty  to  their  institution 
that  has  kept  them  going.  Despite  that,  about  400  of  our  hospitals 
have  not  been  able  to  keep  going. 

The  Chairman.  Were  you  through  with  your  statement? 

Monsignor  Griffin.  Yes. 

The  Chairman.  We  thank  you  for  your  appearance  before  the 
committee  and  the  statement  you  have  given. 

Monsignor  Griffin.  Thank  you,  gentlemen,  very  kindly. 

The  Chairman.  The  next  witness  is  Mrs.  Alfred  Moore  Tuns  tall, 
representing  the  Alabama  State  Child  Welfare  Department. 

Will  you  come  forward  and  give  to  the  stenographer  your  full  name, 
address,  and  such  other  information  as  is  necessary? 

STATEMENT  OF  MRS.  ALFRED  MOORE  TUNSTALL,  DIRECTOR 

ALABAMA  STATE  CHILD  WELFARE  DEPARTMENT 

Mrs.  Tunstall.  Mr.  Chairman  and  gentlemen,  I am  Mrs.  A.  M. 
Tunstall,  director  of  the  State  Child  Welfare  Department  of  Mont- 
gomery, Ala. 

I should  like  to  exchange  places  at  this  moment  with  any  of  you 
who  should  desire,  because  I come  from  one  of  the  States  where  we 
know  what  severe  economic  distress  means.  I should  be  very  happy 
to  ask  questions  of  other  States. 

I am  interested  in  title  2,  appropriations  for  aid  to  dependent 
children,  presumably  in  their  own  homes.  I am  interested  in  section 
703,  page  57,  of  aid  to  child- welfare  agencies. 

If  Mr.  Treadway  had  not  left  the  room,  I wanted  to  tell  a story 
that  I heard  a Bostonian  state  once,  that  they  had  no  rural  social 
work  in  Massachusetts.  He  said  even  the  old  New  England  farmers 
had  moved  into  Boston  or  other  cities  and  the  Polish  people  had 
bought  the  farms;  that  while  they  might  be  back  with  their  farming 
activities,  the  sons  of  these  farmers  usually  were  to  be  found  on  the 
roadside  running  a hot-dog  stand. 

The  gentleman  making  that  statement  was  followed  by  Dr.  Bond 
of  the  IJniversity  of  Mississippi.  Dr.  Bond  said: 

I want  you  to  know  that  I am  from  a State  so  rural  that  a hot-dog  stand 
constitutes  a metropolitan  center. 

I wish  Mi*.  Treadway  to  get  that  picture  of  Alabama,  where  we  have 
33  counties  out  of  a total  of  67,  with  no  urban  population,  and  where 
the  urban  population  is  only  25  percent  of  the  total.  Alabama,  I 
need  not  tell  you,  is  one  of  the  poorest  States  in  the  Union.  Our  per 
capita  income  and  per  capita  wealth  makes  us  rank  with  the  lowest, 
I am  sorry  to  say,  and  yet  Alabama  has  not  been  unmindful  of  her 
duties  to  her  children. 

Fifteen  years  ago  Alabama  was  one  of  the  few  Southern  States  to 
establish  a State  department  known  as  a “child-welfare  department”, 
with  funds  supplied  out  of  the  treasury  of  the  State,  with  the  chief 
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auxiliary  of  the  State  department  the  new  child-welfare  board.  I 
think  I may  say  that  the  interests  of  the  legislature  of  Alabama  and  of 
those  interested  in  this  child-welfare  department  did  not  grow  up  over 
night.  It  is  the  result  of  long  years  of  effort  for  children  in  need.  I 
may  say,  however,  that  it  was  never  the  intention  of  the  legislature 
or  of  those  persons  interested  in  this  work  to  build  at  the  capital  at 
Montgomery  a great  central  organization.  We  have  looked  to  de- 
centralizing. In  Alabama  when  we  say  “local”  we  mean  some  area 
bounded  on  all  sides  by  county  lines.  You  know  that.  We  mean 
“county”  when  we  say  “local.”  So  our  first  object  was  to  build  up 
these  local  county  child-welfare  units  with  paid  county  child-v  elfare 
workers — social  workers,  if  you  please — in  all  counties. 

W*e  have  three  cities,  Birmingham,  Montgomery,  and  Mobile, 
which  have  their  local  laws,  that  never  came  into  the  State-wide 
program.  Yet  we  succeeded  in  organizing  in  the  64  counties  left  68 
county  child-welfare  boards  with  paid  social  workers. 

People  ask  me  what  these  social  workers  do.  Heretofore  we  have 
worked  with  negligent  families  in  the  matter  of  children  attending 
school,  those  families  who  are  unable  to  send  their  children  to  school 
or  who  are  negligent.  We  work  with  unmarried  mothers  and  children 
born  out  of  wedlock,  in  order  to  readjust  them  wherever  possible  in 
their  own  families  and  communities.  We  work  with  dependent  and 
maladjusted  families  or  maladjusted  children,  if  you  please,  in  order 
that  satisfactory  adjustments  may  be  made.  We  work  with  families 
and  children  for  the  prevention  of  dependency  and  of  juvenile  delin- 
quency and  for  the  correction  of  social  and  physical  handicaps.  We 
work  with  other  agencies,  public  and  private.  For  instance,  applica- 
tions are  made  to  correctional  institutions  or  to  institutions  for  the 
treatment  of  the  feeble-minded.  The  county  child  welfare  worker, 
coordinating  her  work  with  the  field  worker  of  the  State  department, 
makes  investigations  for  every  institution  in  the  State.  Moreover, 
she  looks  forward  to  the  time  when  delinquency  may  be  arrested  or 
when  treatment  in  the  public  institutions  may  provide  for  the  return 
of  the  child  to  its  home  or  to  the  community.  Therefore,  she  works 
with  that  family  and  that  community  to  make  ready. 

Do  we  give  this  service  just  to  the  public  institutions  and  agencies? 
Not  at  all.  We  serve  every  private  institution  and  agency  caring  for 
children  in  the  same  manner  that  we  serve  the  public  agencies  and 
institutions. 

In  addition  to  the  State’s  relationship  to  the  county — and  this  is 
the  only  difference,  I think,  between  Alabama  and  North  Carolina — 
we  have  a direct  care  division.  We  expect  the  counties  to  give  tem- 
porary care  needed  for  children.  We  expect  the  State  to  provide 
permanent  care.  Therefore,  we  receive  from  the  counties  children  in 
need  of  permanent  care. 

I am  speaking  in  terms  of  this  provision  here  of  aid  to  child-welfare 
agencies.  We  receive  children  for  boarding  home  care.  We  supervise 
and  we  engage  in  free  home  placement.  We  have  charge  of  the  adop- 
tion law  which  I have  not  time  now  to  tell  you  about,  and  all  the 
problems  of  child  welfare  coming  up  in  the  county.  We  have  not  been 
able  to  differentiate  between  the  problem.s  arising  in  families  on  relief 
and  families  not  on  relief.  These  problems,  behavior,  delinquency, 
neglect,  and  dependency,  will  come  from  anywhere.  In  1932,  we  had 
organized  every  county,  I said,  but  one.  That  county  is  in  now. 
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The  county  had  full  authority  to  spend  money  for  temporary  care, 
but  the  appropriation  was  reduced.  We  have  not  been  able  to  meet 
the  needs.  By  the  thousands  we  have  failed,  in  the  State  and  in  the 
counties,  to  meet  the  needs  of  children  for  whom  someone  has  applied 
for  special  services. 

Child  welfare  does  embrace  a specialized  service,  although  we  do  not 
exclude  the  family,  of  course.  The  family  is  taken  into  consideration. 
Our  first  aim,  our  first  effort  always  is  to  keep  the  child  in  his  own 
' home  if  possible,  and  if  not  possible  to  supply  with  boarding  home 
care,  free  home  care,  and  so  on. 

In  1932,  when  the  deluge  struck  us,  we  lost  some  of  our  paid  county 
social  county  workers.  Then  early  in  1933,  the  relief  administration 
was  set  up  for  Alabama.  The  Governor  thought  it  wise  to  take  the 
field  staff  of  the  Child  Welfare  Department  of  Alabama,  and  we 
believe  it  was  one  of  the  best  trained  staffs  in  the  South,  as  the  social 
service  division  of  the  Belief  Administration.  Moreover,  the  county 
child  welfare  superintendents  were  made  directors  of  relief.  We  did 
not  foresee  the  heavy  case-load  of  relief.  We  thought  we  were  going 
to  be  able  to  service  children,  leaving  the  department  and  the  county 
to  carry  on  as  best  they  could.  But  there  was  a lapse  of  1 year  when 
we  almost  collapsed.  Now  we  are  getting  back.  The  county  child 
welfare  boards  exist.  The  trouble  was  their  workers  went  into  relief.. 
But  today  we  are  44  revitalized  county  child  welfare  departments,  44 
of  67,  carrying  on  children’s  work  as  best  we  can,  making  brick  out  of 
straw. 

We  have  very  lately  made  a survey  of  needy  children  in  Alabama, 
and  so  far  we  have  only  covered  29  counties,  representing  a little 
more  than  38  percent  of  the  total  population  and  39  percent  of  the 
children  under  19  years  of  age.  In  tliese  counties  we  have  so  far  cov- 
ered— we  have  not  reached  the  cities  yet,  the  three  larger  counties — 
we  find  that  almost  33  percent  of  the  children  are  in  need  of  special 
service  which  we  are  unable  now  to  render.  We  estimate  that  there 
are  approximately  9,000  crippled  children  in  need  of  immediate  serv- 
ice. I cannot  describe  with  the  limited  time  I have  the  various  kinds 
and  types  of  work  which  we  do.  There  is  the  unmarried  mother;  there 
is  the  delinquent  child,  the  neglected,  dependent,  abandoned  child, 
and  so  on. 

With  due  respect  to  your  chairman,  we  got  our  first  idea  from  his 
State  in  establishing  the  State  child  welfare  department,  but  we  think 
we  have  developed  and  set  up  a piece  of  machinery  supported  by 
count3^  and  Federal  funds  which  should  meet  the  needs  of  these 
thousands  and  tens  of  thousands  of  children  who  are  gfing  to  waste 
today  and  who  must  carry  on  the  world’s  work  in  the  next  generation. 

Unfortunately,  there  has  been  lack  of  funds,  loss  of  appropriations, 
the  transfer  of  workers  to  the  Belief  Administration — which  we  still 
believe  was  probably  wise,  because  we  have  conserved  to  the  State 
of  Alabamia  those  trained  social  workers  whom  we  certainly  think 
we  might  have  lost  otherwise.  Many  of  the  children  in  the  study 
we  are  now  making  are  out  of  school  for  no  reason  at  all  except 
reasons  of  poverty.  Many  are  diagnosed  by  physicians  as  tuberculaiv 
Alabama  is  making  every  effort  possible  to  restore  social  services  to 
its  children  in  need.  She  needs  to  get  aid  to  her  children  in  their  own 
home. 

If  I were  sitting  up  there  and  not  down  here,  I should  like  to  ask 
why  the  Children’s  Bureau  is  assigned  services  of  agencies  such  as 
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the  one  I represent  and  the  relief  administrator  the  admiristration  of 
what  we  call  mothers’  aid.  I do  not  know  that  answer  at  all. 

Mr.  Hill.  Will  you  state  that  again,  please? 

Mrs.  Tunstall.  I should  like  to  know  why  the  statute  provided 
for  the  relief  to  children  in  their  own  homes  is  assigned  to  one  Federal 
agency,  and  that  other  section,  of  aiding  child  welfare,  to  the  Chil- 
dren’s Bureau?  It  is  just  possible  that  aid  to  children  in  their  own 
homes  is  being  looked  upon  as  a relief  measure.  But  believe  me,  my 
friends,  lightning  just  strikes  anywhere.  And  behavior  problems, 
definite  problems  involving  social  work,  which  I suppose  they  will 
provide,  it  comes  in  your  home  and  in  my  home,  as  well  as  in  the 
lowliest  home,  speaking  in  terms  of  destitution.  You  know  that.  I 
do  not  understand  that  point. 

I am  terribly  pleased  with  the  performance  of  the  Federal  Adminis- 
trator in  the  South.  Alabama  has  done  one  of  the  best  jobs  done  by 
anj^  State  in  the  administration  of  Federal  relief.  I have  no  criti- 
cism to  make.  I am  just  wondering  why  we  do  not  get  under  the 
same  roof  when  we  come  to  children’s  work — ^that  out  of  20-odd  years 
experience. 

Alabama  unfortunately  is  one  of  the  three  or  four  States  which  has 
never  set  up  what  is  called  usually  a mothers’  pension  or  mothers’ 
aid  law.  I am  rather  ashamed  to  make  that  statement.  The  coun- 
ties, the  local  units,  have  absolute  authority  for  administering  funds 
in  such  a matter.  The  State  department  has  matched  the  counties 
by  providing  care  for  those  children  needing  long-time  service.  But 
I am  authorized  now  to  say  by  the  new  Governor,  who  was  also  a 
governor  between  1927  and  1934,  that  he  will  lend  his  whole  support 
and  strength  and  effort  to  the  establishment  of  a mothers’  aid  law 
and  children’s  aid  law,  in  accordance  with  the  best  opinions  we  can 
get  in  this  country  which  will  fit  into  the  situations  we  have.  More- 
over, I am  authorized  by  him  to  say  that  the  reductions  made  in  the 
appropriations  for  the  State  child  welfare  department  will  be,  insofar 
as  he  is  able,  restored  to  their  original  figures. 

As  to  crippled  children,  I am  authorized  by  him  to  say  that  the 
minimum  prescribed  in  this  bill  for  participation  will  be  met  if  he  can 
influence  the  legislature  to  do  so. 

I could  take  a lot  of  time,  which  I am  sure  you  do  not  want  me  to 
take,  in  describing  in  great  detail  the  kind  of  work  a child  welfare 
department,  a State  department,  15  years  old,  giving  all  its  services 
to  needy  children,  performs,  but  you  know  that.  You  know  the 
various  kinds  of  help  we  are  called  upon  to  perform.  And  since  Mr. 
Treadway  has  come  back,  and  since  I must  say  again  that  I am  from 
a State  where  a hot-dog  stand  constitutes  a metropolitan  center,  I 
must  add  again  that  I know  the  severe  economic  distress  of  thousands 
and  tens  of  thousands  of  children  for  whom  no  aid  is  being  provided, 
for  whom  aid  must  be  provided  somehow.  Well,  you  see  I am  more 
than  16,  and  some  of  you  are,  too.  These  children  of  every  State 
must  carry  on.  We  owe  them  a tremendous  debt.  We  must  protect 
them  if  they  are  neglected,  if  they  are  dependent,  if  they  are  delin- 
quent, if  they  are  crippled,  if  they  have  other  physical  handicaps. 
We  must,  most  of  us  here,  look  to  them  to  carry  on  in  the  next  genera- 
tion. 

We  of  Alabama  are  interested  in  these  two  sections  particularly. 
We  are  interested  in  the  whole  bill  naturally,  but  it  is  in  behalf  of  these 
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two  that  I lift  my  voice.  I plead  for  your  earnest  consideration. 
If  your  committee  ever  have  the  time  and  if  you  do  want  to  ask  me 
questions  about  destitute  children,  neglected,  dependent,  delinquent 
children  in  one  State  in  the  South,  without  aid,  I shall  certainly  be  at 
your  service. 

I thank  you. 

Mr.  Hill.  You  raised  the  question  as  to  why  title  2 dealing  with 
the  subj  ect  of  dependent  children  was  under  the  administration  of  one 
Federal  agency  and  the  administration  of  the  subject  under  title  7 of 
the  bill,  entitled  “Maternal  and  Child  Health”  was  under  the  admiinis- 
tration  of  another. 

Mrs.  Tunstall.  No,  I am  speaking  of  section  703.  It  is  on  page 
57  of  the  bill  I have,  “Aid  to  Child  Welfare  Services”.  I merely 
asked  that  for  information.  I am  sure  there  is  a very  real  reason, 
but  I,  as  a practical  social  worker,  do  not  understand,  and  I did  raise 
that  question.  I have  no  criticisms  to  make  of  the  administration  of 
relief. 

Mr.  Hill.  Have  you  any  suggestions  or  reservations  to  make? 

Mrs.  Tunstall.  Yes. 

Mr.  Hill.  I would  like  to  hear  you  on  that. 

Mrs.  Tunstall.  I should  like  to  see  both  sections  put  under  the 
Children’s  Bureau,  and  I am  speaking  now  in  terms  of  mothers’  aid  as 
involving  so  many  other  problems  than  that  of  just  relief.  If  it 
involves  only  relief,  of  course,  all  right.  But  I am  speaking  also  in 
terms  of  duplication  which  might  arise.  I do  not  know;  you  know  I 
do  not  know;  but  there  is  duplication  of  effort  in  States  and  counties 
proposed  here.  I know  the  relief  administrator  has  done  an  excellent 
job  in  my  State.  So  has  the  local  worker.  But  I do  not  just  under- 
stand that  point.  I do  not  understand  why  this  children’s  work 
should  be  put  under  the  Children’s  Bureau.  It  seems  to  me  that 
there  is  a chance  of  duplication  of  effort  there,  inasmuch  as  relief  in 
itself,  if  they  are  approaching  mothers’  aid  as  a simple  relief  problem, 
does  not  solve  the  problem,  because  the  same  problems,  and  all  these — 
you  know  them  all — of  children,  may  arise  in  one  form  as  well  as  in 
another  form. 

Mr.  Hill.  Under  this  bill  the  President  is  authorized  to  transfer  at 
any  time  to  any  officer  or  agency  of  the  Government  the  duties  and 
powers  conferred  upon  the  administrator  under  this  title.  1 am 
quoting  from  section  9 on  page  8 of  the  bill.  “The  administrator” 
there  refers  to  the  Federal  Emergency  Belief  Administrator.  So  there 
is  really  authority  in  the  act  itself  for  the  President  to  transfer  the 
administration  of  title  2,  which  refers  to  the  same  administrator,  to 
the  Children’s  Bureau  or  to  any  other  Federal  agency. 

Mrs.  Tunstall.  Oh,  yes. 

Mr.  Hill.  But  we  are  glad  to  have  you  call  attention  to  that. 

Mrs.  Tunstall.  Thank  you. 

The  Chairman.  We  thank  you,  Mrs.  Tunstall,  for  your  appearance 
and  the  very  fine  statement  you  have  made  to  the  committee. 

The  committee  will  now  recess  until  2 o’clock.  The  first  witness 
this  afternoon  will  be  Dr.  Harold  G.  Moulton,  representing  the 
Brookings  Institute.  This  request  was  made  by  a member  of  the 
committee,  Mr.  Woodruff.  Then  we  will  take  up  the  other  witnesses 
that  are  listed  on  the  calendar  today. 

(Whereupon,  at  12:25  p.  m.,  a recess  was  taken  until  2 p.  m.  of  the 
same  day,  Tuesday,  Jan.  29,  1935.) 
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AFTERNOON  SESSION 

The  recess  having  expired,  the  committee  met  at  2 p.  m.,  Hon. 
Kobert  L.  Doughton  (chairman)  presiding. 

The  Chairman.  The  committee  will  be  in  order.  The  first  witness 
scheduled  is  Dr.  Harold  G.  Moulton,  representing  the  Brookings 
Institute,  Washington,  D.  C. 

Mr.  Moulton,  will  you  come  forward,  give  you  name  and  address 
for  the  record,  and  such  other  information  touching  your  appearance 
before  the  committee  as  you  think  necessary? 

STATEMENT  OF  DR.  HAROLD  G.  MOULTON,  REPRESENTING  THE 
BROOKINGS  INSTITUTE,  WASHINGTON,  D.  C. 

The  Chairman.  Doctor,  you  have  the  privilege  of  making  a formal 
statement  without  interruption,  if  you  prefer,  at  the  end  of  which 
you  will  be  subject  to  such  questioning  by  members  of  the  committee 
as  the}'  desire,  if  that  is  satisfactory. 

Dr.  Moulton.  As  I understand  it,  I am  asked  to  speak  on  the  30- 
hour- week  proposal. 

The  Chairman.  The  Chair  has  not  been  advised  what  phase  of  the 
bill  you  are  to  speak  on.  You  may  select  your  own  subject,  if  it  is 
pertinent.  You  may  be  your  own  judge  of  that. 

Dr.  Moulton.  That  is  what  was  conveyed  to  me. 

Mr.  Woodruff.  May  I say,  Mr.  Chairman,  that  I am  particularly 
anxious  to  hear  the  doctor  on  the  subject  of  the  30-hour  week  for  rea- 
sons which  I gave  him  over  the  telephone  today,  and  which  I have 
already  given  you,  sir.  But,  as  a member  of  the  committee,  I should 
be  delighted  to  hear  him  on  any  part  of  the  bill  on  which  he  cares  to 
speak. 

The  Chairman.  Mr.  Woodruff,  our  colleague,  did  suggest  that  the 
witness  was  to  discuss  the  subject  of  the  30-hour  week. 

Dr.  Moulten.  That  is  correct.  I should  like,  at  least  first,  to 
confine  myself  to  the  30-hour-week  proposal.  I have  not  studied  the 
general  bill. 

My  interest  in  the  30-hour  week  is  solely  from  the  broad  general 
economic  point  of  view.  I have  no  connections  with  either  the  indus- 
trial side  of  the  problem  or  the  labor  side. 

The  primary  argument,  of  course,  for  the  30-hour  week  is  that  it 
will  generate  recovery,  and,  second,  that  it  will,  in  the  long  run,  give 
to  the  laborer  higher  standards  of  living. 

If  I thought  it  would  do  either  of  those  things,  I would  be  strongly 
in  favor  of  the  30-hour  week.  But,  as  we  have  analyzed  the  problem, 
we  do  not  think  that  it  would  be  effective  in  giving  us  a higher  stand- 
ard of  living  for  the  masses. 

In  order  to  get  that  problem  clearly  before  us,  I would  like  to  make 
just  a brief  statement  with  reference  to  what  the  trend  in  the  number 
of  hours  has  been  over  the  period  of  the  last  30  years,  betv/een  1900 
and  1930.  In  that  period  the  average  length  of  the  workday  in  this 
country  was  reduced  by  about  13  percent. 

During  that  same  period  there  was  also  some  increase,  a very  mate- 
rial increase,  in  productive  efficiency,  amounting  to  about  40  percent. 

Mr.  Lewis.  That  does  not  include  agriculture,  doctor? 

Dr.  Moulton.  No.  That  is  in  the  field  of  industry  generally. 
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In  1929  the  average  working  week  was  about  50  to  51  hours  in  indus- 
try generally.  It  varied  quite  widely  in  the  various  divisions  of 
industry,  running  from  around  43—44  hours  a week  in  such  industries 
as  coal  and  some  divisions  of  the  textile  industry,  up  to  more  than 
60  hours  in  iron  and  steel. 

But  the  general  average  works  out  at  about  50  to  51  hours  in  1929. 

As  a result  of  the  depression  itself,  and  the  curtailment  of  working 
schedules,  there  has  been  a substantial  reduction  below  the  50-hour 
average  of  1929,  a reduction  which,  under  the  codes,  works  out  in  a 
standard  week  of  about  40  hours.  The  actual  working  week  would 
be  a little  less  than  that,  but,  taking  the  40  as  the  new  standard,  you 
have  had  about  a 25-percent  reduction  between  1929  and  1933. 

The  real  question,  and  I think  I can  put  the  major  problem  very 
succinctly,  is  could  we,  on  a 30-hour  week,  produce  the  quantity  of 
goods  and  services  which  the  American  people,  all  classes,  including 
the  laborers,  desire  to  have? 

The  best  way  to  come  at  that  is  to  state  what  standard  of  living  we 
did  have  in  1929.  The  per  capita  production  in  1929  was  around 
$700,  produced  on  an  average  work  week  in  industry  of  about  50. 
Obviously,  if  we  are  going  to  have  a higher  standard  of  living  than 
we  had  in  1929  in  the  years  that  lie  ahead,  or  as  high,  we  have  got 
to  be  able  to  produce  as  much  as  we  did  in  1929.  You  will  see  that 
in  rough  terms,  on  a 30-hour  week,  we  would  have  to  produce  very 
much  more  per  hour  than  we  did  on  a 50-hour  week. 

In  1929  the  total  national  income  was  about  $81,000,000,000. 
This  national  income  would  be,  if  there  were  no  change  in  efficiency  on 
a 30-hour  week,  about  three-fifths  that. 

Now,  there  has  been  some  change  in  efficiency,  but,  on  a three- 
fifths  basis,  you  would  have  an  income  of  about  $50,000,000,000  on 
a 30-hour  week  instead  of  $80,000,000,000. 

Nobody  knows  how  much  the  increase  in  efficiency  has  been  during 
the  course  of  the  depression.  That  there  has  been  some  is  not  to  be 
.denied.  There  has  been  quite  considerable  in  some  lines,  and  very 
little  in  other  lines. 

But,  as  a general  average,  it  would  certainly  be  very  much  less  than 
:a  30-  or  40-percent  increase  in  efficiency. 

Mr.  Vinson.  Mr.  Chairman,  what  part  of  the  bill  is  the  gentleman 
directing  his  attention  to? 

Dr.  AIoulton.  I was  asked,  sir,  to  speak  on  the  30-hour  week  as  a 
special  problem.  I have  come  at  the  invitation  of  the  committee 
itself. 

Mr.  Woodruff.  I was  responsible,  I will  say  to  my  friend  from 
Kentucky,  in  bringing  Dr.  Moulton  here.  I asked  him  to  come  here, 
because  I understood  he  was  an  authority  on  this  subject.  The  thing 
that  prompted  me  directly  is  the  fact  that  I have  been  rather  strongly 
committed  to  a 30-hour  week  and  I am  beginning  to  wonder  whether 
my  previous  deductions  were  correct  or  not. 

This  question  has  to  do  with  the  whole  broad  question  cf  security; 
social  security. 

Mr.  Vinson.  As  I undersand  it,  we  do  not  intend  to  deal  with  the 
30-hour  week,  in  the  consideration  of  this  bill. 

Mr.  W oodruff.  I understand  that,  but  my  friend  will  agree  that 
the  question  of  continuous  employment  has  a very  proper  place  in 
these  hearings  and  I think  vou  will  find,  if  you  will  allow  the  doctor  to 
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proceed,  that  he  will  give  the  committee  information  that  will  fce 
very  helpful  to  us. 

Mr.  Vinson.  He  is  making  a very  interesting  statement. 

Dr.  Moulton.  Thank  you,  sir. 

Mr.  Vinson.  Although  I do  not  just  see  how  it  pertains  to  the 
matter  that  we  have  directly  under  consideration. 

Dr.  Moulton.  I can  well  understand  how  you  were  a little  doubt- 
ful as  to  why  I should  be  discussing  this  particular  problem. 

The  main  point  I want  to  get  before  you,  the  main  question, 
because  it  is  the  basic  issue,  is  whether,  with  a working  week  of  30’ 
hours,  in  comparison  with  50  hours  in  1929,  there  is  any  reason  to 
believe  that  we  would  produce  as  great  a volume  of  goods  and  services 
as  we  did  produce  in  1929. 

It  is  obvious,  if  we  do  not,  whatever  may  be  true  of  money  wages,, 
if  we  do  not  produce  as  great  a volume  of  things  for  our  consumption, 
we  wdll  not  have,  in  the  aggregate,  as  high  standards  of  living.  I was 
indicating  that  nobody  can  tell  exactly  how  much  increase  in  effi- 
ciency there  has  been  between  1929  and  1933,  because  nobody  has 
made  a comprehensive  investigation  of  all  the  various  industries  such 
as  would  be  required;  and  even  if  one  had  had  an  opportunity  to  make 
a very  comprehensive  study  of  all  the  industries  with  a view  to  finding 
out  to  what  extent  man-hour  efficiency  had  increased,  he  would  still 
have  difficulty  in  arriving  at  very  definite  conclusions,  because  effi- 
ciency is  naturally  very  much  higher  in  a period  of  acute  depression, 
when  the  less  efficient  wmrkers  have  been  weeded  out,  and  when  you 
have  got  only  the  best  on  the  job,  and  wffien  they  are  afraid  of  losing 
their  jobs. 

The  whole  history  of  labor  efficiency  is  that  in  periods  of  prosperity, 
when  new'  employment  gets  more  universal,  and  when  the  less  efficient 
have  also  been  employed,  that  the  average  man-hour  efficiency 
naturally  grows  less. 

There  has  been  one  effort  made  to  show  that  we  could  go  ahead  with 
a 30-hour  week,  and  I am  referring  to  that  made  by  Mr.  William 
Green,  of  the  American  Federation  of  Labor.  He  has  drawn  upon 
some  data  with  reference  to  man-hour  efficiency  between  1919  and  1933, 
and  based  upon  figures  of  Professor  Mills  of  Columbia  University, 

I think  we  may  accept  those  figures  as  the  best  that  are  available 
W'ith  reference  to  man-hour  efficiency.  Those  figures  show  that 
between  1919  and  1933  there  was  an  increase  of  71  percent  in  the 
workers’  producing  capacity.  Note  that  starting  ivith  1919  as  a 
basis  and  carrying  that  through  to  the  latest  figures  for  1933,  yo>u 
find  an  increase  of  71  percent  in  the  workers’  producing  capacity. 
In  other  words,  they  say  that  w'ork  which  took  about  52  hours  in 
1919,  which  was  the  average  working  week  then,  could  now  be  done 
in  about  30  hours. 

They  submit  that  as  evidence  that  we  could  get  on  comfortably  now 
on  a 30-hoiir  week,  because  we  could  produce  as  much  as  we  did  in' 
1919  with  that  number  of  hours.  The  question  that  they  do  not  ask 
is,  How'  much  did  we  produce  in  1919,  and  would  that  give  us  a 
satisfactory  standard  of  living? 

The  truth  of  the  matter  is  that  we  produced  in  1919  about  $94,000,- 
000,000  of  wealth,  as  compared  with  the  $81,000,000,000  in  1929.. 
Auu  i'  '-'0.1  will  recall,  the  price  level  was  very,  very  high  in  1919,  so 
t lat  that  $04,000,000,000  is  measured  at  the  peak  of  prices  of  the 
e.irkv  post-war  era. 
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Mr.  Leyis.  Have  you  the  adjusted  figures? 

Dr.  Moulton.  1 was  going  to  give  you  that,  Mr.  Lewis.  The 
adjusted  figures,  adjusted  to  1934  prices,  in  terms  of  our  present 
prices,  show  that  that  income  of  1919  would  be  about  $34,000,000,000 
instead  of  $03,000,000,000.  That  would  mean  a per  capita  income  of 
about  $320,  as  compared  with  a per  capita  income  in  1929  of  close  to 
$700. 

The  trouble  with  that  comparison  of  nian-hour  efficiency  is  that  the 
base  from  which  they  proceeded — the  base  year  .from  which  they 
proceeded — was  the  year  in  which  we  had  the  lowest  efficienc}^  in  our 
modern  history.  It  was  the  year,  you  will  recall,  of  demobilization 
from  the  Army,  in  which  you  had  a year  also  of  greatly  disturbed 
labor  relations,  with  a great  many  strikes;  a year,  also,  you  will  recall, 
of  very  rapidly  mounting  prices. 

If  a 30-hour  week  in  1934  will  give  us  a volume  of  production  equal 
to  that  of  1919,  and  the  actual  production  of  wealth  in  1919  was 
$326  per  capita  or  thereabouts — those  are  rough  figures — we  would, 
by  a 30-hour  week,  freeze  the  standard  of  living  in  this  country  at 
the  1919  level,  roughly  speaking. 

Gentlemen,  in  analyzing  this  problem — and  it  is  something  that  is 
engaging  to  us  all,  naturally,  in  view  of  the  great  technological  prog- 
ress— but  in  analyzing  this  problem,  we  have  to  focus  our  primary 
attention,  as  I say,  upon  the  problem  of  production.  That  is  a tech- 
nical question,  and  regardless  whether  money  wages  are  high  or  low, 
the  standard  of  living  that  this  country  will  afford  will  be  the  stand- 
ard of  living  which  the  laborer — which  labor  and  industrial  capital 
of  this  country  are  able  to  produce. 

One  other  issue:  Would  it  promote  recovery?  I do  not  think  it 
would  promote  recovery,  because  it  would  mean  an  increase  in  money 
wages  of  about  one-third  overnight.  That  is  a very  much  greater 
increase  in  wages  than  occurred  under  the  N.  R.  A.  codes;  and  the 
experience  under  the  N.  R.  A.  codes  was  that  the  higher  wage  costs 
were  recouped  by  industry  from  higher  prices,  which  they  passed  on 
to  the  consumer. 

It  is  all  a matter  of  evidence  with  which  I think  you  are  familiar. 

Now,  a 33-percent  universal  increase  in  wage  costs  would  mean  that 
prices  would  be  sharply  advancing  as  a means  of  recouping  these 
higher  outlays.  Those  Who  received  the  same  money  wages  as  before 
— and  you  see  that  is  involved  in  the  plan  of  reducing  the  workers 
from,  say,  40  hours  to  30  hours  without  a reduction  in  money  wages — 
all  those  now  on  the  pay  rolls  will  have  the  same  money  wage;  but 
just  as  sure  as  the  sun  shines,  when  they  go  to  buy  goods  they  will 
find  that  it  only  goes  about  two-thirds  or  three-fourths  as  far.  So  I 
do  not  think  that  that  sort  of  thing  will  promote  business  recovery. 
On  the  contrary,  because  of  the  very  magnitude  of  the  increased  cost 
involved,  it  would  probably  be  a deterrent  to  business  enterprise. 
That  is  judgment,  there,  rather  than  any  scientific  finding. 

Of  course,  nobody  can  tell  for  sure,  because  that  is  in  the  realm  of 
psychology.  But  I think  that  is  what  would  happen. 

I think  that  is  all  the  general  statement  I would  care  to  make,  Mr. 
Chairman;  and  if  members  of  the  committee  want  to  ask  any  ques- 
tions I shall  do  the  best  I can. 

Mr.  Lewis.  You  speak  of  the  adjustment  of  prices,  by  way  of 
increase,  to  the  change  in  the  actual  hourly  wage  pay.  Have  you 
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any  estimate  you  can  give  us  of  the  amount  of  the  sold  product  in  the 
United  States  as  to  which  the  price  is  not  a matter  of  change  from  day 
to  day,  where  the  price  is  fixed — such  as  utility  charges  and  trans- 
portation charges? 

Dr.  Moulton.  I cannot  give  you,  offhand,  the  relative  magnitude 
of  those  particular  industries  in  the  total;  but  in  an  industry  in  which 
you  have  prices  fixed — take  the  railroad  industry  of  the  public 
utilities — there  you  have  got  two  alternatives,  either  added  costs, 
which  come  out  of  profits,  or  else  you  have  bankrupcty  of  the  com- 
pany— one  or  the  other. 

If  you  cannot  raise  prices  and  recoup  in  that  way,  you  have  two 
alternatives  left.  In  the  case  of  the  railroads  I should  say  that  a 
great  many  of  those  would  find  themselves  extremely  seriously  em- 
barrassed. In  the  case  of  the  public  utilities  the  margin  is  less  narrow. 

But  as  large  an  increase  as  30  percent,  with  one-third  in  the  wage 
cost  there,  would,  in  a great  many  instances,  I fancy,  although  I have 
not  made  a special  study  of  it,  produce  great  difficulty. 

Mr.  Lewis.  Is  there  a field  of  prices  that  is  not  subject  to  change 
with  changed  costs? 

Dr.  Moulton.  Is  there  what? 

Mr.  Lewis.  Is  there  a field  of  prices  for  commodities  that  is  not 
subject  to  change  with  change  of  costs? 

Dr.  Moulton.  Only  in  your  regulated  industries. 

Mr.  Lewis.  That  is  all. 

Mr.  Knutson.  Approximately  what  increase  would  result  in  prices 
of  commodities  from  our  going  on  a 30-hour  week  basis? 

Dr.  Moulton.  I will  indicate  first  the  extent  of  the  wage  advance. 
That  would  be  about  one-third,  generally  speaking.  You  see,  our 
present  average  is  about  40  hours.  If  you  reduce  that  to  30  hours, 
you  see  that  it  would  make  something  like  a one-third  or  a 25-percent 
change.  Just  how  much  that  would  advance  prices,  nobody  can  say 
with  certainty.  But  our  experience  under  the  N.  K.  A.  was  that  the 
prices  of  commodities  made  in  industries  which  had  advanced  their 
wages  was  just  about  the  same  as  the  percentage  of  increase  in  wages 

I do  not  think,  myself,  that  it  was  necessary  for  prices  to  have 
advanced  that  much  in  those  particular  instances.  I think  they  could 
have  trenched  on  profits  a little  there.  But,  just  taking  it  as  a fact, 
as  to  what  did  happen,  prices  did  advance  just  about  the  degree 
that  wages  advanced.  I think  it  was  short-sighted  on  the  part  of 
industry  to  advance  that  much,  because  it  tended  to  defeat  the  very 
purpose  of  the  expanding  purchasing  power. 

Mr.  Knutson.  What  effect,  if  any,  would  our  going  on  a 30-hour 
basis  have  on  our  foreign  commerce? 

Dr.  Moulton.  It  would  increase  the  costs.  Starting  with  that, 
having  increased  the  costs  of  the  manufactured  goods  in  money 
terms,  20  or  30  percent — whatever  the  price  might  be,  it  would 
of  increase  appreciably. 

Mr.  Knutson.  What  would  be  the  effect  when  goods  were  manu- 
factured on  a 30-hour  basis  that  came  into  competition  with  goods 
countries  that  were  on  a 48-hour  basis? 

Dr.  Moulton.  It  would  reduce  our  export  trade,  undoubtedly. 

Mr.  Knutson.  Would  it  close  the  door  to  us,  in  many  instances? 

Dr.  Moulton.  I should  say — of  course,  it  is  awfully  hard  to  gen- 
eralize on  the  whole  range  of  foreign  trade,  but  I would  say  that  as 
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big  an  increase  in  the  wage  cost  as  that  would  effectively  bar  us  from 
markets  in  a great  many  instances  in  which  we  now  have  some  foreign 
trade. 

Mr.  Knutson.  Where  we  would  come  in  competition,  for  instance 
with  Japan,  what  would  the  effect  be? 

Dr.  Moulton.  We  do  not  come  very  much  into  competition  with 
Japan,  so  that  would  not  be  a big  item  there. 

Mr.  Knutson.  We  do  not? 

Dr.  Moulton.  Not  very  much  direct  competition. 

We  buy  very  heavily  from  Japan  on  raw  silk,  and  they  buy  raw 
cotton. 

Mr.  Knutson.  You  do  not  understand  my  question.  Suppose  we 
were  engaged  in  an  economic  struggle  with.  Japan  over  the  South 
American  markets. 

Dr.  Moulton.  Yes. 

Mr.  Knutson.  What  effect  would  our  going  on  a 30-hour  week 
have  in  that  struggle  for  economic  supremacy? 

Dr.  Moulton.  It  would  very  materially  lessen  the  effectiveness  of 
our  competition,  because  our  costs  would  be  very  much  higher  than 
theirs. 

Mr.  Knutson.  Could  we  meet  them? 

Dr.  Moulton.  I do  not  think  we  could,  no. 

Mr.  Knutson.  Then,  according  to  that,  we  would  defeat  the  very 
ends  sought  to  be  accomplished  of  bringing  about  more  employment. 

Dr.  Moulton.  Foreign  trade,  insofar  as  it  were  reduced — and  I 
think  it  would  be  a material  reduction — would  lessen  the  total  volume 
of  employment  afforded  to  American  labor,  unquestionably. 

Mr.  Knutson.  Of  course,  when  we  do  business  in  the  world  mar- 
kets, we  have  to  sell  at  world  prices. 

Dr.  Moulton.  Yes. 

Mr.  Knutson.  And  if  we  cannot  meet  the  world  prices,  we  cannot 
do  business. 

Dr.  Moulton.  The  higher  our  costs  are  above  those  of  other 
countries,  the  less  is  our  chance. 

Mr.  Knutson.  And  the  minute  we  pass  that  mark,  we  have  no 
chance  at  all. 

Dr.  Moulton.  That  is  true. 

Mr.  Lewis.  Doctor,  I know  with  what  care  you  and  your  institute 
have  worked  on  this  matter.  You  have  given  us  now  an  adjusted 
figure  of  average  per  capita  production  of  $326  for  1919  and  an 
average  per  capita  production  of  $700  for  1934. 

Dr.  Moulton.  No;  I did  not  give  you  that. 

Mr.  Lewis.  Then  I have  the  figures  wrong. 

Dr.  Moulton.  For  1929  it  was,  roughly,  $700,  or  a little  less  than 
that.  But  I used  the  rough  figure. 

Mr.  Lewis.  I confess  myself  surprised;  I do  not  mean  incredu- 
lous— to  learn  that  the  production  of  the  country  doubled  in  those 
10  years. 

Dr.  Moulton.  That  is  because  1919  was  an  extremely  low  year, 
because  of  disorganization.  I have  those  figures,  if  you  would  like 
them,  year  by  year. 

Mr.  Lewis.  If  you  have  a table  on  that,  we  would  like  to  have  it 
for  our  information. 
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Dr.  Moulton.  Yes,  I would  be  glad  to  show  it  to  you.  This  book 
is  “America’s  Capacity  to  Consume.”  I will  send  you  a reference  to 
that,  together  with  a page  reference  which  gives  that  income  or  produc- 
tion all  the  way  from  1909  through  to  1929. 

Mrs.  Lewis.  Thank  you. 

Mr.  Knutson.  Doctor,  has  your  institute  made  a study  of  the 
effect  of  the  N.  R.  A.  upon  our  foreign  commerce? 

Dr.  Moulton.  Not  foreign  commerce  specifically;  no,  sir.  We  are 
making  a number  of  studies  dealing  with  the  N.  R.  A.,  none  of  which 
are  quite  available  for  publication  yet,  and  I do  not  think  any  of  those 
try  to  gage  the  direct  effects  upon  foreign  trade,  although  I might 
possibly  be  mistaken  on  that. 

Mr.  Knutson.  Should  not  that  be  considered  in  order  for  the 
conclusions  to  be  of  value? 

Dr.  Moulton.  In  order  for  them  to  be  of  particular  value  to  your 
committee,  I should  say,  yes.  I should  try  to  appraise  that.  It 
will  throw  a great  deal  of  light  on  it.  But  I am  not  quite  certain, 
without  consulting  with  those  wRo  have  been  making  that  study 
particularly,  just  to  what  extent  they  have  tried  to  measure  its 
effects  upon  foreign  trade. 

Mr.  Knutson.  Have  you  read  the  book  by  Samuel  Crother  en- 
titled “America,  Self-Contained”? 

Dr.  Moulton.  Yes. 

Mr.  Knutson.  What  is  your  opinion  as  to  the  future  of  our  foreign 
markets,  in  view  of  the  trend  of  economic  changes  in  this  country? 

Dr.  Moulton.  That  is  a pretty  broad  question  and,  if  it  is  your 
pleasure,  I will  discuss  that. 

Mr.  Hill.  Mr.  Chairman,  I suggest  that  we  make  it  brief,  because 
all  of  this  is  wholly  beside  the  question  that  we  have  before  us. 

Mr.  Knutson.  I do  not  know  that  we  are  going  to  have  an  oppor- 
tunity to  hear  the  doctor  again. 

Mr.  Hill.  This  whole  subject  is  a matter  for  the  Labor  Committee 
and  not  for  this  committee. 

Mr.  Knutson.  It  is  a matter  for  Congress.  Let  us  give  the 
gentleman  5 minutes  to  discuss  it. 

Dr.  Moulton.  That  would  be  quite  agreeable  to  me,  and  I should 
be  glad  to  talk  with  you,  sir,  about  that  at  any  time.  It  is  really 
something  that  needs  rather  thorough  discussion  if  you  once  go  into  it. 

Mr.  Knutson.  In  view  of  the  attitude  of  other  members  of  the 
committee,  I will  withdraw  that  question  at  this  moment. 

Mr.  Buck.  May  I ask  Dr.  Moulton  to  give  us  the  title  of  the  book 
that  he  referred  to  in  speaking  to  Mr.  Lewis,  so  that  all  of  us  may  have 
a reference  to  it? 

Dr.  Moulton.  That  is  America’s  Capacity  to  Consume.  Tt  is  an 
exhaustive  investigation  of  the  amount  of  the  national  income,  its 
distribution  among  the  various  groups  in  society,  and  its  changes  over 
a 30-year  period.  It  also  shows  what  the  American  people  spend 
their  incomes  for. 

The  Chairman.  If  there  are  no  further  questions,  doctor,  we  thank 
you  for  the  statement  you  have  given  us  and  for  the  information  you 
have  given  the  committee. 

What  is  the  view  of  the  committee  on  the  matter  of  limiting  the 
time  of  witnesses  in  their  formal  presentations  to  the  committee? 
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We  have  reached  the  point  in  our  schedule  where  it  is  necessary,  I 
think,  to  put  some  limitation  on  the  time  of  witnesses. 

Mr.  Hill.  I move  that  the  time  of  witnesses  be  limited  to  10  min- 
utes, unless  extended  by  unanimous  consent. 

(The  question  was  taken  and  the  motion  was  carried.) 

The  Chairman.  The  next  witness  is  Hugo  E.  Czerwonky.  We 
have  no  information  before  the  committee  as  to  the  capacity  in  which 
Mr.  Czerwonky  wishes  to  appear.  Mr.  Czerwonky,  will  you  come 
forward  and  give  your  name  and  address,  and  the  role  in  which  you 
appear  before  the  committee? 

STATEMENT  OF  HUGO  E.  CZERWONKY,  WASHINGTON,  D.  C. 

Mr.  Czerwonky.  My  name  is  Hugo  E.  Czerwonky.  I am  an 
engineer,  formerly  with  concerns  that  manufactured  machine  tools: 
an  industrial  engineer,  in  other  words. 

I have  been  engaged  in  sales,  engineering,  advertising,  and  most 
recently  in  research  work. 

I have  been  down  here  now  since  the  1st  of  November  a year  ago 
engaged  in  a special  task.  I commenced  my  assignment  directly  under 
General  Westervelt,  who  was  in  charge  of  marketing  and  processing 
in  the  Agricultural  Adjustment  Administration,  and  my  assignment 
was  to  make  a dispassionate  and  impartial  study  of  the  problem  of 
distribution. 

The  Chairman.  Pardon  me,  but  you  say  you  were  assigned  by 
whom? 

Mr.  Czerwonky.  I was  a senior  materials  engineer  in  the  Agri- 
cultural Adjustment  Administration  on  a temporary  assignment 
with  that  organization.  I began  there  a year  ago  last  November,  and 
I finished  my  assignment  last  May. 

I have  some  material  that  I have  gathered  together  and,  as  I say, 
the  entire  study  was  approached  from  the  viewpoint  of  a dispassionate 
and  impartial  study  of  the  problem  of  distribution. 

That  involved  a complete  study  of  how  our  exchange  mechanism 
functioned. 

I have  a series  of  drawings  or  diagrams  here  in  which  I have  pic- 
torially  shown  fundamental  economic  data  that  I think  your  com- 
mittee would  be  very  much  interested  in  seeing. 

Mr.  Hill.  Mr.  Chairman,  ma}^  I ask  this  question?  In  what  way 
is  all  this  related  to  the  subject  under  discussion  in  this  bill? 

Mr.  Czerwonky.  I would  like  to  show  you  my  studies,  and  you 
can  judge  whether  my  conclusions  are  correct.  I will  leave  that  up  to 
you  gentlemen,  to  decide  whether  the  conclusions  that  I come  to  are 
CDrrect,  that  unemployment  insurance  is  absolutely  unsound. 

With  that  purpose  in  mind,  I would  like  to  give  your  committee  an 
entirely  new  viewpoint;  not  that  of  a statistician,  but  of  a practical 
engineer  on  certain  fundamental  aspects  of  this  problem. 

I have  this  material  and  diagrams  and,  if  your  committee  are  inter- 
ested, I will  show  it  to  you.  It  won’t  cost  you  anything. 

I represent  no  organization;  I have  no  bones  to  pick.  I want  to 
show  you  facts  and  let  you  gentlemen  reach  your  own  conclusions.  I 
understand  this  is  a body  that  is  deliberative.  I would  like  you  to 
deliberate  on  some  facts  that  I will  present  to  you. 

The  Chairman.  Proceed. 
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Mr.  CzERwoNKY.  I understand  there  is  a time  limit  of  10  minutes? 

The  Chairman.  Unless  that  time  is  extended  by  unanimous  consent 
of  the  committee. 

Mr.  Czerwonky.  I am  going  to  be  a little  elementary,  but  I think 
this  problem  requires  an  elementary  approach. 

I have  just  finished  a study,  in  which  I pursued  this  problem  of 
exchange  mechanism  one  step  further,  I believe,  than  most  economists. 
I can  show  you  exactly  where  the  break  is.  I may  show  you  where 
the  economic  riddle  is  and  how  we  can  get  out  of  it. 

First  of  ah,  the  problem  I had  in  front  of  me  was  this.  I said,  in 
a broad  sense,  looking  at  it  from  a national  viewpoint — get  that,  from 
a national  viewpoint,  not  from  an  individual  viewpoint — the  economic 
cycle  boiled  down  to  its  simplest  terms  involves  the  payment  to  those 
that  are  engaged  in  the  production  of  goods  of  dollars,  and  the  taking 
of  those  dollars  to  the  markets  of  the  Nation — ^and  I show  this  as  the 
markets  of  the  Nation  [indicating  on  chart]— and  the  redeeming  of 
those  dollars  for  goods.  That,  the^  is  the  cycle  [indicating  on  chart]. 

This  is  the  point,  here,  if  you  will,  at  which  all  dollar  incomes  that 
are  incurred  on  the  production  side  of  the  system  are  paid  out  [indi- 
cating]. That  is  at  this  point  right  here.  That  includes  all  dollars 
that  are  paid  out  in  the  form  of  incomes,  salaries,  wages,  interest, 
dividends,  rent,  and  taxes  that  are  borne  by  the  industrial  side  of  the 
picture.  1 include  taxes  that  are  borne  by  industry. 

This  involves  the  point  at  which  payment  is  made  to  give  form, 
place,  and  time  utility  to  goods. 

Now,  just  follow  me  a- moment.  This,  1 say  again,  represents  the 
noint  at  which  all  incomes  are  paid  out  and  this  [indicating]  represents 
the  place  at  which  all  dollars  are  exchanged  for  goods. 

The  dollars  then  go  back  into  the  production  side  of  the  system 
and  again  later  on  are  paid  out  by  manufacturers  who  start  goods  in 
process  and  those  that  receive  them  turn  the  goods  over  again  into 
the  markets  of  the  Nation. 

There  are  two  ideas  that  1 want  to  bring  out  just  from  this  one 
drawing.  The  first  one  is  this:  Those  that  receive  dollars,  over  here 
[indicating],  in  the  markets  of  the  Nation,  they  can  take  those  dollars 
and  do  anything  thej^  want  with  them. 

If,  inside  of  a community,  a nation,  every  dollar  that  is  paid  out  in 
the  form  of  an  income,  paid  out  by  the  production  side  of  the  system, 
is  spent  for  goods  that  give  personal  gratification,  then  what  happens 
gradually  is  this:  The  "quantity  of  finished  goods  delivered  to  the 
markets  "of  the  Nation,  the  rate,  or  the  quantity  delivered  per  definite 
period — whatever  period  you  may  want  to  call  it,  a week  or  a month 
or  a year — ^the  rate  at  which  those  goods  are  delivered  will  gradually 
decrease.  Because  of  what?  Because  of  obsolescence  of  machinery; 
because  the  land,  the  soil,  becomes  depleted  in  its  quality,  and  the 
Nation  then  gradually  goes  into  a lower  standard  of  living. 

The  savers — by  that  I mean  those  who  put  money  into  your 
industries,  and  thereby,  it  is  apparent,  perform  a definite  function; 
the  investors,  you  might  call  them — the  savers  perform  a definite 
function.  If  every  dollar  is  paid  out,  of  course,  there  is  no  experi- 
mental work  done,  there  is  no  research  work  done.  I am  depicting 
this  condition  right  here;  the  width  of  this  band  here  [indicating  on 
cnart]  represents  the  rate  at  which  finished  goods  are  delivered  to  the 
markers  cf  the  Nation.  And  assuming  that  everybody  takes  every 
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dollar  that  they  receive  in  services  rendered  on  the  production  side  of 
the  system,  and  spends  it  for  their  own  gratificatipn,  the  result  is  a 
declining  rate  at  which  finished  goods  are  delivered,  and  the  Nation 
becomes  impoverished. 

That  is  one  thing  that  I wanted  to  show  and  that  is  that  everybody 
who  receives  dollars  is  entitled  to  goods,  finished  goods.  That  is 
what  he  wants,  finished  goods. 

The  next  thing  I want  to  show  on  this  dig  gram  is  this:  I show  here 
the  State  government  and  the  Federal  Government  and  I show  this 
band  here  [indicating]  which  represents  dollars  and  the  diversion  of 
dollars;  the  stream  of  dollars  is  contracting  a trifle  here — that  is 
where  they  are  paid  to  Governmental  employees.  Those  dollars, 
again,  come  in  here  [imdicating]  and  from  there  again  go  into  the 
stream. 

The  Federal  Government  acts  in  a similar  capacity.  I sum  up 
here,  then,  the  effect  of  taxation.  It  can  only  transfer  dollars,  pur- 
chasing power,  from  one  persoii  or  estate  to  another.  It  never 
enlarges  the  dollars,  increases  the  quantity,  if  you  will,  in  the  Nation. 
Just  remember  that.  Taxation  never  increases  the  quantity.  It 
only  diverts,  takes  away  from  those  that  are  engaged  in  production, 
claims  to  goods,  and  gives  them  to  someone  else. 

I bring  this  point  out  now  because  it  is  definitely  related  to  the 
problem  of  unemployment  insurance. 

Let  me  just  go  one  step  further.  If  it  is  our  purpose  within  the 
Nation  to  deliver  goods  at  an  increased  rate  to  the  markets  of  the 
Natiqn,  how  are  we  going  to  accomplish  this?  It  is  our  purpose  to 
deliver  goods  at  a rate  which  is  higher  than  existed  previously.  That 
means  a higher  standard  of  living  inside  of  the  Nation.  This  cannot 
be  performed  through  any  magical  procedure  at  all. 

Somebody  who  is  now  engaged  in  industry  must  give  up  some  of 
his  dollars  and  those  dollars,  in  turn,  must  be  diverted  to  others  who 
are  engaged  in  the  process  of  starting  goods  into  production. 

It  may  involve,  first  of  all,  the  payment  of  architectural  services. 
The  architect  does  not  bring  any  finished  goods  to  the  markets.  It 
may  involve,  second,  the  building  of  plant. 

What  I have  tried  to  depict  here  first  of  all  was  this:  A really  simple 
example  of  that  is  this — — 

The  Chairman.  The  time  of  the  gentleman  has  expired. 

Mr.  Crowther.  I move  that  the  gentleman’s  time  be  extended. 

The  Chairman.  Dr.  Crowther  asks  unanimous  consent  that  the 
witness  proceed,  for  how  much  longer.  Doctor? 

Mr.  Crowther.  Oh,  15  minutes. 

Mr.  Thompson.  May  I suggest  that  the  witness  confine  himself  to 
showing  the  committee  why  the  principle  of  unemployment  insurance 
is  impractical. 

Mr.  CzERwoNKY.  I will  show  that  to  you.  -Just  give  me  a few 
minutes’  time. 

Mr.  Hill.  I move  that  the  motion  of  the  gentleman  from  New 
York  be  amended  by  making  the  time  5 minutes  instead  of  15. 

The  Chairman.  With  a view  of  harmonizing  the  difference  of 
views,  let  me  suggest  that  we  extend  the  witness’  time  10  minutes. 

Mr.  CzERWONKY.  I will  go  as  far  as  I can  in  10  minutes. 

Mr.  Cooper.  Do  not  waste  so  much  time  on  your  premise.  Just 
go  right  into  the  question,  and  give  us  the  statement  that  you  have 
in  mind  that  is  related  to  the  matter  under  consideration. 


ECO^rOMIC  SECURITY  ACT 


459 


Mr.  CzERWONKY,  These  premises  are  very  important.  That  is 
where  all  our  trouble  begins,  in  not  premising  correctly;  in  making 
assumptions  which  are  false. 

What  I want  to  show  here  first  of  all  is  that  here  is  a Nation  which 
is  enjoying,  say,  1,000  gallons  of  refined  oil  per  week.  That  is  repre- 
sented by  this  band,  the  width  of  this  bank  [indicating  on  chart]. 

What  is  necessary  first  of  all?  If  it  is  our  desire  to  deliver  1,500 
gallons  of  refined  oil  per  week,  it  will  require,  first  of  all,  that  the 
investors,  the  savers  in  society,  take  some  of  their  dollars  and  I show 
that  by  the  contraction  of  the  stream  here  [indicating  on  chart]  and 
sending  them  up  here  on  the  production  side  of  the  sj-stem  [indicating]. 

Those  dollars  are  paid  out  to  the  new  workers  and  they  enjoy  the 
goods  currently  that  the  investor  originally  was  entitled  to  receive. 
Those  investors  have  to  furnish  the  dollars  to  sink  the  oil  well,  to 
build  the  compression  stations,  to  put  in  the  refineries,  to  pay  for  the 
pipe,  to  sink  the  pipe  line;  and  one  other  thing:  they  have  got  to 
fill  that  pipe  line  with  crude  oil  all  the  way  from  the  oil  field  to  the 
refinery,  before  you  can  begin  enjoying  refined  oil  at  whatever  your 
point  of  destination  finally  ma,y  be.  : 

So  I sum  up  here  by  saying  that  that  saving  or  investing  within  the 
Nation  never  enlarges  the  dollar’s  purchasing  power,  increases  the 
quantity  in  the  Nation.  Just  think  of  that.  That  is  an  important 
thing,  if  you  do  not  catch  it.  It  just  transfers  dollars  from  one  person 
or  estate  to  others.  Investment  by  industrial  organizations  has  the 
identical  effect.  The  payment  by  industrial  organizations  by  new 
issues  of  stock  instead  of  by  the  payment  of  dollars.  The  North 
American  Co.  is  a typical  example  of  one  who  did  that — the — has 
that  same  effect. 

The  conversion  of  hours  of  individuals’  time  to  investment  in  goods 
production  is  another  subject.  Farmers  do  this  to  a considerable 
extent.  A farmer’s  wife  may  be  raising  chickens.  That,  likewise, 
does  not  enlarge  the  dollar’s  purchasing  power  in  the  Nation.  Just 
remember  that. 

The  attainment  within  a nation  of  the  delivery  of  finished  goods  to 
the  markets  at  a higher  rate  under  an  honest  debtor-creditor  relation- 
ship is  possible  only  through  or  because  of  the  action  of  the  savers  or 
the  investors  of  dollars  or  investors  of  time. 

Mr.  Vinson.  May  1 ask  a question? 

Mr.  CzERwoNKY.  Yes. 

Mr.  Vinson.  What  did  you  say  about  the  farmer’s  wife  who  raised 
chickens? 

Mr.  CzERWONKY.  The  farmer’s  wife  who  makes  possible  the  de- 
livery of  eggs  at  a greater  rate,  or  chickens  at  a greater  rate,  to  the 
markets  in  the  Nation — she  in  no  way  through  her  actions  increases 
the  number  of  dollars,  the  quantity,  in  the  system.  She  invests  her 
time.  Whether  she  gets  anything  for  those  services,  that  is  another 
problem. 

Mr.  Vinson.  She  is  not  making  dollars. 

Mr.  CzERWONKY.  No;  of  course  not.  She  does  not  make  dollars. 
But  she  is  interested  entirely  if  there  is  purchasing  power  within  the 
Nation  to  buy  the  eggs. 

Mr.  Thompson.  She  can  trade  the  eggs  for  a pair  of  shoes,  and  that 
gives  her  purchasing  power. 
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Mr.  CzERWONKY.  Yes.  But  if  you  try  to  raise  chickens  and  try  to 
exchange  eggs  for  shoes  or  for  boots  or  for  anything  of  that  kind,  you 
would  give  it  up  mighty  quickly.  It  is  a mighty  cumbersome  way  of 
trying  to  effect  exchanges. 

Mr.  Hill.  It  would  increase  the  velocity  of  circulation. 

Mr.  CzERwoNKY.  Those  who  are  engaged  on  the  production  side 
of  the  picture  cannot  spend  their  dollars  any  faster  than  they  get  them. 
That  is  just  a definition — velocity  of  circulation.  It  is  not  an  ex- 
planation at  all.  There  is  either  a normal  spending  of  dollars  or  a 
subnormal. 

These  goods  arrive  over  here  at  a higher  rate,  into  the  markets  of 
the  Nation,  and  those  goods  at  the  higher  rate  are  made  possible  by 
the  actions  of  investors  or  savers  in  society.  ‘ 

What  is  necessary  with  respect  to  this  institution  of  dollars?  The 
gentleman  over  here  mentioned,  the  other  day,  this:  He  said.  Is  there 
not  any  rigidity  in  the  price  structure?  Of  course,  there  is  rigidity  in 
the  price  structure  ; utility  rates,  the  wage  rates  of  people  in  certain 
types  of  employment.  Take  the  building  trades.  The  wage  rates 
are  established  now  and  have  rigidity  in  the  N.  R.  A. 

These  goods  that  go  over  to  the  markets — which  are  brought  over 
there  by  the  investors — those  goods,  understand,  if  that  investor  or 
if  that  concern  has  a bookkeeping  system,  will  not  be  disposed  of,  they 
will  not  dispose  of  those  goods  unless  they  can  get  a sufficient  number 
of  dollars  to  get  out  their  costs. 

It  is  necessary  then  as  far  as  our  economic  system  is  concerned, 
when  the  goods  at  the  higher  rate  come  over  to  the  markets,  that 
something  happens  in  this  institution  here  [indicating].  There  must 
be  an  expansion,  an  expansion  which  is  correlated  with  a current 
saving.  By  correlated  I mean  having  an  eye  on  this  unit  [indicating] 
as  well  as  the  rate  at  which  finished  goods  are  being  delivered. 

At  present  we  have  no  criteria  or  data  showing  at  what  rate  those 
finished  goods  are  being  delivered. 

Mr.  Crowther.  May  I interrupt  long  enough  to  suggest  do  the 
witness  that  he  conserve  at  least  the  last  3 or  4 minutes  of  his  time 
for  a concrete  explanation  of  the  relativity  of  his  discussion  to  the 
problem  that  we  have  under  consideration? 

Mr.  CzERWONKY.  I am  going  to  get  to  that. 

There  is  one  other  factor  that  must  be  taken  into  account — in  fact, 
two  others.  I am  skipping  these  charts  [indicating  charts]. 

That  is  that  those  who  receive  dollars  currently  have  the  choice 
of  taking  those  dollars  and  spending  them — -if  they  will — or  they  do 
not  have  to.  They  can  hoard  them,  if  they  want  to.  They  can  ac- 
cumulate dollars  through,  as  I say,  habit.  There  is  nothing  malicious 
in  it  at  all.  But  the  accumulation  of  those  dollars  can  tie  up  our 
economic  system. 

I want  to  show  you  how  this  institution,  how  our  exchange  mechan- 
ism, functions.  That  is  the  important  thing. 

The  reason  for  making  the  additions  to  the  quantity  of  dollars  in 
the  system  is  because  of  the  actions  of  investors  in  society,  because  of 
the  rigidity  of  the  price  structure,  because  of  the  actions  of  those  who 
accumulate  dollars  through  habit. 

The  present  approach  to  the  national  problem  proceeds  from  the 
principles  of  the  economics  of  an  individual. 

Now,  what  do  I mean  b}^  that?  Under  our  present  monetary  and 
financial  system,  the  conditions  under  which  expansion,  introduction 
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or  enlarging  of  dollars  takes  place  within  a nation,  depends  upon,  first 
of  all,  the  demand  for  loans,  the  eagerness,  the  desire  for  loans.  If 
that  condition  does  not  exist,  no  expansion  takes  place.  Then  the 
investors  in  society  are  punished  and  the' workers  that  the  investors 
have  put  into  the  system  likewise  are  punished  by  being  thrown  out 
of  employment. 

That  is  the  primary  cause  of  the  depression.  That  is  unborn  pur- 
chasing power. 

Now,  just  getting  back,  these  are  the  criteria  that  I mentioned 
before.  There  is  one  other  factor,  and  that  is  this  institution  here 
must  function  in  such  a way  so  that  we  can  currently  accept  goods 
from  abroad  at  a rate  which  is  in  excess  of  the  goods  that  are  exported, 
in  order  to  assume  our  position  as  a creditor  nation.  If  we  do  not,, 
we  are  going  to  pass  off  the  10  billion  intergovernmental  debt  that  is 
owed  us,  and  also  the  private  indebtedness  that  is  owed  us  abroad. 

Now,  once  more,  observe,  your  unemployment  insurance  does  what? 
It  takes  away  dollars  that  are  currently  paid  out.  What  are  you 
going  to  do  with  those  dollars,  gentlemen?  You  say  you  are  going  to 
turn  them  over  to  the  Treasury  Department.  Where  are  you  goirg 
to  put  them?  You  cannot  leave  them  in  the  form  of  dollars.  You 
break  the  system  if  you  do.  So  you  have  got  to  invest  the  dollars. 
You  invest  them  in  Government  bonds,  we  will  say.  All  right. 
Then  a depression  sets  in,  caused  by  unborn  purchasing  power. 
You  take  your  bonds  and  you  go  to  the  markets  and  try  to  sell  them. 
You  sell  them  for  dollars.  Your  Treasury  Department  no  longer 
owns  dollars  any  more,  it  owns  bonds. 

Then,  if  you  are  successful,  if  the  Tre.isury  Department  is  successful 
in  taking  those  bonds  and  selling  them  for  dollars,  then  it  takes  away 
only  at  the  outmost  those  dollars  that  people  are  accumulating 
through  habit.  It  does  not  take  into  account,  it  does  not  put  in  new 
dollars,  which  are  necessary  to  dispose  of  goods  that  have  been  brought 
to  the  markets  by  the  actions  of  investors. 

So  your  unemployment  insurance,  at  best,  can  only  take  dollars 
away  from  those  that  would  otherwise  spend  dollars. 

Mr.  Cooper.  I should  like  to  ask  you,  there,  you  do  not  follow 
through.  Of  course,  the  only  purpose  in  accumulating  a fund  is  to 
pay  it  out  to  people. 

Mr.  CzERwoNKY.  That  is  right. 

Mr.  Cooper.  Then  they  can  go  to  the  market  places  and  bu}^  com- 
modities with  those  dollars  there  were  paid  in  in  the  form  of  taxes,  is 
that  not  right? 

Mr.  CzERWONKY.  Exactly,  but  you  have  to  take  those  bonds  and 
sell  them  for  dollars,  not  new  dollars.  You  have  to  exchange  them 
with  someone  who  has  dollars,  someone  inside  of  your  economic 
system.  If  you  do  not  do  that,  for  instance,  you  create  new  dollars. 
Then  there  is  no  sense  in  setting  up  a reserve.  You  might  just  as 
well  go  out  and  make  new  dollars.  There  is  no  point  in  setting  up  a 
reserve.  If  you  want  to  create  new  dollars  through  open-market 
operations,  pull  in  bonds  and  make  new  dollars,  then  there  is  no  point 
in  setting  up  a reserve.  You  are  just  needlessly  punishing  manufac- 
turers and  employees  currently. 

Mr.  Vinson.  Do  I understand  that  your  conclusion  would  apply  to 
any  dollar  that  is  taken  out  of  production  by  way  of  the  tax  route? 
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Mr.  CzERwoNKY.  Any  dollar  that  is  taken  out  by  means  of  the  tax 
route.  I show  that  in  this  one  diagram  here  [indicating  diagram]. 

Mr.  Vinson.  Let  me  see  if  I understood  you  correctly.  Is  what  I 
have  said  correct? 

Mr.  CzERWONKY.  Those  dollars  that  are  tzken  out  m the  form  of 
taxation,  they  come  out  here  (indicating  on  chart).  They  are  part  of 
the  expenses  that  are  borne  by  industry  and  are  part  of  the  selling 
price  of  the  goods  that  are  sold  in  the  markets  of  the  nation . Those 
dollars  have  to  be  spent,  or  3^011  cannot  sell  the  goods  in  the  markets 
of  the  Nation. 

You  spend  them  in  two  ways.  You  spend  them  in  this  way.  You 
take  those  dollars  and  you  buy  bonds,  and  thereby  someone  else 
spends  the  dollars.  You  no  longer  hold  dollars  in  the  Treasur3^ 
Department  then. 

The  Chairman.  The  time  of  the  gentleman  has  expired,  unless 
some  other  members  of  the  committee  desire  to  further  interrogate 
the  witness. 

There  are  no  further  questions,  and  we  thank  you  for  your  appear- 
ance and  the  information  you  have  given  the  committee. 

The  next  witness  is  John  J.  I^ee,  Lansing,  Mich.,  state  supervisor 
of  vocational  rehabilitation. 

STATEMENT  OF  JOHN  J.  LEE,  STATE  SUPERVISOR,  DIVISION  OF 

CIVILIAN  VOCATIONAL  REHABILITATION,  DEPARTMENT  OF 

PUBLIC  INSPECTION,  LANSING,  MICH. 

Mr.  Lee.  The  work  of  which  I have  charge  is  special  classes  for 
blind,  deaf,  and  crippled  children,  and  rehabilitation  for  adult  per- 
sons who  are  crippled  and  in  need  of  rehabilitation. 

I want  to  speak  on  two  points.  First,  I want  to  speak  in  favor  of 
section  702  (a)  and  (b)  in  the  Security  Act.  By  that  I am  referring  to 
the  provision  by  which  the  Federal  Government  and  the  States  will 
set  up  a coordinated  program  to  aid  in  the  care  and  the  treatment  of 
children  who  are  crippled  and  who  are  handicapped.  I think  per- 
haps I shoujld  best  speak  about  what  is  done  in  our  own  State  to  show 
that  there  is  need  for  more  than  is  being  done. 

I would  say  that  in  1913  our  State  legislature  passed  a law  providing 
for  the  treatment  of  indigent  children  who  were  ill  and  afflicted,  and 
that  the  State  woffld  pay  for  that  treatment  where  their  parents  could 
not  afford  to.  We  had  this  experience,  that  prior  to  1930,  the  amount 
of  money  that  the  State  paid  was  about  $750,000  a year,  and  the  State 
paid  that  graciously  and  gladly.  During  the  last  4 years  there  have 
been  more  and  more  people  who  could  not  afford  to  pay  for  the  medical 
treatment  of  their  children,  and  so  during  the  depression  when  the 
State  had  difficulty  in  financing  its  own  program,  the  number  needing 
medical  treatment  at  State  expense  increased.  This  year  the  State  of 
Michigan  is  spending  over  two  million  dollars  for  the  medical  treatment 
of  afflicted  children  whose  parents  could  not  afford  to  pay.  That 
includes  crippled  children,  as  well  as  those  otherwise  afflicted. 

We  have,  next,  in  the  State  a program  of  special  classes  for  blind, 
deaf,  and  crippled  children  in  our  cities  and  the  State  of  Michigan 
is  paying  through  the  city  boards  of  education  approximately  $525,000 
to  educate  blind,  deaf,  and  crippled  children.  The  State  reimburses 
those  cities  $400,000,  and  the  cities  pay  approximatel3"  $125,000. 
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We  are  reaching  through  that  program  about  62  percent  of  the 
children,  and  they  are  in  the  cities.  The  remaining  children,  then, 
about  38  percent,  living  in  rural  areas,  are  not  provided  for.  Sec- 
tion 702  (a)  provides  particularly  care  for  crippled  children  in  rural 
areas. 

Next  I would  speak  of  the  service  that  goes  beyond  that;  that  is, 
the  rehabilitation  service  which  was  established  here  by  act  of  Con- 
gress in  1920.  Your  Federal  Government  has  been  providing  a 
million  dollars  each  year,  dividing  that  among  the  States  according 
to  the  population.  We  have  had  hearings  before  the  Committee  on 
Education  at  numerous  timns,  at  which  members  of  your  present 
committee  have  known  about  the  work.  The  Honorable  Mr.  Keed, 
a member  of  your  present  committee,  sponsored  our  bill,  I believe, 
in  1930.  We  have  been  serving  approximately  60,000  disabled  adult 
people  a year  in  the  United  States  through  rehabilitation.  The 
amount  of  money  we  have  had  has  been  inadequate.  We  have  had 
a 300-percent  increase  in  the  number  of  people  dealing  with  rehabili- 
tation to  prepare  them  for  employment  so  that  they  would  not  remain 
dependent.  We  have  had  a very  small  increase  proportionately,  an 
increase  of  50  percent  during  the  last  year,  from  relief  funds.  That 
is  very  temporary. 

In  addition  to  the  State  services,  the  State  paying  the  bill  for  the 
medical  treatment  of  crippled  children,  and  the  special  classes  for  their 
education  and  rehabilitation,  we  are  fortunate  in  Michigan  in  having 
some  private  agencies  doing  a great  deal  of  work.  I would  refer  first 
to  the  children’s  fund  of  Michigan,  created  by  Senator  Couzens,  which 
carries  on  a health  education  program.  There  is  $10,000,000  available, 
being  spent  at  the  rate  of  $700,000  a year  to  carry  on  clinics  and  help 
obtain  medical  treatment. 

In  addition  to  that  we  have  the  Kellogg  fund,  that  was  established 
by  W.  K.  Kellogg  at  Battle  Creek,  Mich.  Nobody  knows  the  amount 
of  money  that  he  will  ultimately  make  available,  but  there  has  already 
been,  I presume,  $2,000,000  spent.  He  is  carrying  on  a similar 
program  in  the  southwest  part  of  the  State. 

The  point  I would  make  is  this,  that  the  State  of  Michigan,  spending 
$2,000,000  a year  for  medical  treatment,  finds  it  difficult  and  almost 
impossible  to  carry  that  load  and  take  care  of  others  which  are  increas- 
ing because  the  parents  of  the  children  cannot  take  care  of  them. 
The  State  is  carrying  a cost  of  $400,000  a year  for  the  education  of 
handicapped  children.  It  is  doing  that  very  gladly,  and  that  amount 
of  money  it  is  willing  to  contribute.  We  have  private  agencies  aiding. 
Yet  we  have  as  a result  of  the  last  4 years  children  who  are  under- 
nourished, children  who  are  crippled  and  otherwise  afflicted  and  handi- 
capped, that  are  not  being  taken  care  of  with  present  resources.  So 
I would  want  to  be  on  record  as  saying  that  even  a State  such  as 
Michigan,  which  has  laid  claim  to  being  one  of  the  well-to-do  States 
in  years  past,  finds  that  its  needs  exceed  its  resources,  and  I would 
urge  that  that  program,  which  will  not  only  give  the  aid  Michigan 
needs,  but  will  aid  other  States  less  able  and  less  fortunate  in  caring 
for  their  children,  be  considered  as  necessary  to  the  security  and  the 
well  being  of  children. 

The  next  point  I should  like  to  make  is  with  reference  to  the  adult 
people  of  this  country  who  are  handicapped.  They  are  unemployed. 
Their  families  are  dependent  and  we  are  carrying  them,  at  least  in 
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part.  We  might  put  it  this  way,  that  until  20  years  ago  the  people 
who  were  maimed  were  left  maimed  because  of  disease  and  its  ravages 
or  war  and  the  handicaps  that  were  left  from  that  source.  In  the  last 
20  years  we  have  added  accidents  in  industry  and  we  have  added 
accidents  on  our  highways.  We  are  killing  1 person,  for  instance, 
through  automobile  accidents  every  15  minutes  in  the  United  States, 
and  we  are  maiming  95  for  every  1 that  is  killed.  It  may  be  startling, 
but  it  is  a fact  that  the  rate  at  which  people  are  becoming  maimed  is 
increasing  so  fast  that  unless  we  rehabilitate  and  enable  them  to 
become  self-supporting  we  will  have  an  increasing  load  of  dependency 
piled  on  year  after  year.  The  picture  is  this  right  now,  that  11  per- 
cent of  the  people  whom  we  have  on  relief  throughout  this  Nation  are 
there  because  the  breadwinner  of  their  family  is  handicapped.  That 
statement  comes  from  a survey  made  by  the  National  Recovery 
Administration  in  267  cities. 

The  next  point  I should  like  to  make  is  this,  that  in  providing  for 
economic  security,  if  we  do  not  recognize  the  11  percent  as  being 
dependent  because  the  breadwinner  of  the  family  is  handicapped  we 
are  just  letting  11  percent  or  one-ninth  of  our  problem  pass. 

I have  just  a few  minutes,  but  I want  to  make  this  point:  We  have 
had  an  increase  of  300  percent  in  the  number  of  people  needing  rehabil- 
itation in  the  last  3 years.  We  have  had  an  increase  of  50  percent  in 
resources  available  since  December  a year  ago,  and  that  50  percent  is 
relief  funds.  Those  relief  funds  will  expire,  we  are  told  by  Mr. 
Hopkins,  by  next  July  or  prior  to  next  July  1.  We  are  unable  to  take 
care  of  our  problem  now.  If  I take  the  5,783  people  who  applied  for 
rehabilitation  in  Michigan  last  year  and  divide  all  of  the  money  we 
have  available  by  that  5,783,  we  have  $19.58  per  person  to  provide 
for  their  training,  for  the  buying  of  artificial  limbs  and  braces  that 
are  needed,  and  our  program  is  unable  to  carry  on  and  meet  the  de- 
mands with  the  resources  that  we  have  available. 

I would  say  that  we  are  working  in  cooperation  with  and  not  in 
contrast  with  any  organization  drafting  or  interested  in  the  security 
bills.  But  I point  out  this  fact,  that  one-tenth  of  the  problem  of 
dependency  caused  b}^  physical  handicaps  of  adults  has  not  been 
provided  for.  I bring  that  to  the  attention  of  the  committee  without 
the  recommendation  of  an  amendment  at  this  time,  because  that  is 
being  discussed  with  Miss  Lenroot,  Mr.  Altmeyer,  and  persons  in 
position  to  consider  it. 

In  order  to  place  in  your  hands  the  facts  on  the  program  in  our  own 
State,  which  are  comparable  to  the  needs  in  all  the  other  States,  I 
hurriedly  prepared  a survey  showing  our  needs.  That  has  been 
done  since  last  Friday  night.  I would  like  to  leave  this  survey  with 
your  committee,  because  our  needs  in  Michigan  are  no  different  than 
the  needs  in  any  other  State.  If  it  meets  with  the  approval  of  the 
committee  after  they  review  the  problem  as  I stated  it — because  we 
are  just  interested  in  coordination  and  care  of  the  treatment  of 
crippled  children  with  the  rehabilitation  service  that  carries  on  for 
them  as  they  become  dependent — I would  like  to  ask  that  if  the  com- 
mittee regards  it  as  appropriate,  this  report  be  brought  to  the  atten- 
tion of  the  entire  committee  by  including  it  in  the  record. 

The  Chairman.  Without  objection  it  will  be  included  in  the 
record. 

(The  survey  and  report  mentioned  above  are  as  follows;) 
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Survey  Showixg  the  Rehabilitation  of  5,433  Disabled  Adult  Persons 

IN  Michigan,  1921-35 


Prepared  by  John  J.  Lee,  State  supervisor  Division  of  Civilian  Vocational  Reha- 
bilitation, Department  of  Public  Instruction,  Lansing,  Mich. 

PURPOSE  OF  THIS  REPORT 

This  sr.rvey  and  report  for  the  division  of  rehabilitation  of  the  Department  of 
Public  Instruction  in  Michigan  is  presented: 

j . To  show  the  service  rendered  by  the  division  since  it  was  organized  Jul\^  1, 
1921.  It  shows  the  rehabilitation  of  5,433  disabled  adult  persons. 

2.  To  show  the  increased  number  of  persons  needing  rehabilitation  in  Michigan. 

3.  To  show  that  from  every  consideration  of  social  economy  and  security  it  is 
necessary  to  extend  the  rehabilitation  service  for  our  adult  citizens  who  are  phys- 
ically handicapped  and  help  them  become  self-supporting. 

4.  To  show  that  increased  appropriations  are  necessary  to  extend  the  rehabili- 
tation service. 

DEFINITION  OF  REHABILITATION 

“Civilian  Vocational  Rehabilitation”  is  a service  of  vocational  counseling  and 
guidance,  vocational  training  and  placement  in  employment  for  disabled  adult 
persons. 

PURPOSE  OF  REHABILITATION 

The  purpose  of  rehabilitation  is  to  help  these  disabled  adult  people  prepare 
themselves  for  work  they  can  do  successfully  in  spite  of  handicaps  or  injuries  they 
may  have  sustained — so  that  they  can  again  become  self-supporting;  and  so  that 
they  and  their  families  will  not  be  compelled  to  remain  permanently  unemployed 
and  dependent.  Rehabilitation  helps  reduce  our  problems  of  unemployment, 
poverty,  and  dependency. 

SERVICES  RENDERED  IN  REHABILITATION 

According  to  the  needs  of  the  particular  handic^ped  person,  the  rehabilitation 
division  gives  these  services: 

1.  Helps  obtain  medical  treatment  through  agencies  established  for  that 
purpose. 

2.  Furnishes  information  about  the  numerous  occupations  and  helps  counsel 
and  advise  with  handicapped  persons  regarding  work  they  can  do  successfully 
in  spite  of  their  handicaps. 

3.  Furnishes  vocational  training. 

4.  Cooperates  with  departments  of  labor  and  industry  in  the  use  and  settle- 
ment of  compensation  claims  for  injuries  sustained  through  industrial  accidents. 

5.  Furnishes  artificial  limbs  and  appliances  where  employment  is  assured 
if  they  are  furnished  with  a limb. 

6.  Helps  obtain  employment. 

ECONOMIC  SIGNIFICANCE  OF  REH ABILITATION 


The  following  table  shows  the  increase  in  earning  power  created  through  reha- 
bilitation and  the  number  rehabilitated  by  years  from  1928  to  1934: 


Year 

Number 

rehabili- 

tated 

Average 

wage 

before 

injury 

Average 
wage  at 
application 
for  rehabili- 
tation 

Average 
wage  after 
rehabilita- 
tion 

1928-29 

313 

$18.  12 

$2.  28 

$25.  39 

1929-30 

283 

(9 

(9 

23.  70 

1930-31 

308 

(9 

(9 

22.  33 

1931-32 

401 

(9 

(9 

2C.  18 

1932-33 

458 

15. 91 

.92 

15.  56 

1933-34 

1,366 

18.  45 

4.  76 

18.  ,59 

> No  report  . 


Note.— Average  wage  per  week,  3,129  persons  (1929-3!),  $19.86. 
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REHABILITATION  PAYS  IN  DOLLARS  AND  CENTS 

From  July  1,  1921,  to  January  1,  1935,  a total  of  $828,881.53  has  been  expended 
for  rehabilitation  in  Michigan.  One-half  of  this  amount  ($414,440.76)  has  been 
expended  from  Federal  funds  and  the  other  half  from  State  funds. 

If  we  divide  the  $828,881.53  by  the  5,433  persons  who  have  been  rehabilitated,, 
we  have  an  average  cost  of  $152.56  for  each  person  rehabiliated. 

COMPARISON  OF  COST,  EARNINGS,  AND  DEPENDENCY 

We  have  spent  a total  of  $828,881.53  for  rehabilitation  in  Michigan  since  1921,. 
or  an  average  of  $61,398.63  per  year. 

The  5,433  persons  who  have  been  rehabilitated  since  1921  have  worked  an 
average  of  6 years  and  have  earned  a total  of  $25,426,440  or  30  times  the  total 
amount  we  have  spent  to  rehabilitate  them. 

CONTRAST  THE  COST  OF  DEPENDENCY 

Each  handicapped  adult  person  has  an  average  of  1.5  dependents.  If  we  had 
not  rehabilitated  these  5,433  persons,  we  would  have  had  13,582  people  dependent 
because  of  their  unemployment. 

The  cost  of  supporting  13,582  dependent  persons  at  an  average  cost  of  only 
$250  per  year  during  the  same  time  (average  6 years)  would  have  cost  us  $20,- 
373,000. 

If  Michigan  had  not  spent  the  $828,881.53,  these  5,433  persons  would  not 
have  earned  that  total  of  $25,426,440;  but  instead  they  and  their  dependents 
would  have  cost  us  $20,373,000  to  support  them  as  public  charges. 

Graph  showing  comparisons  of  earning  power  created  through  rehabilitation  of  S,  1 ^9- 

persons  (1929-34) 


Average  weekly  wage  before  disability,  $18.01. 


Average  weekly  wage  at  contact,  $3.31. 


Average  beginning  weekly  wage  after  rehabilitation,  $19.86. 

PART  II.  THE  STATUS  OF  MICHIGAN’S  REHABILITATION  PROGRAM 

I.  Some  salient  facts: 

1.  Since  1921,  20,994  persons  have  applied  for  rehabilitation.  With  1.5 

dependents  for  each  disabled  adult  person  a total  of  52,485  have  directly 
or  indirectly  looked  to  the  Rehabilitation  Division  for  the  help  that 
would  free  them  from  unemployment,  poverty  and  dependency. 

2.  New  applications  are  now  being  received  at  the  rate  of  54  per  week' or 

2,808  per  year. 

3.  During  1933-34,  5,783  persons  were  listed  and  served  by  the  division  for 

rehabilitation  services  and  help. 

4.  During  1933-34,  1,366  persons  were  rehabilitated. 

5.  During  1933-34,  536  persons  were  furnished  training. 

6.  During  1933-34,  186  persons  were  furnished  artificial  limbs. 

7.  During  1933-34,  the  average  “case-load”  per  rehabilitation  agent  was 

444.8.  It  is  entirely  impossible  for  one  agent  to  give  all  the  services  and 
help  required  in  rehabilitation  and  serve  444  persons.  The  case  load 
should  not  exceed  250  per  agent.  We  need  at  least  twice  the  personnel 
and  twice  the  funds  for  training  and  appliances.  We  now  have  to 
begin  to  serve  the  disabled  adult  people  of  Michigan  with  even  the 
minimum  services  their  needs  recjuire. 

8.  Physical  handicaps  cause  11  percent  of  all  the  unemployment  and  “relief” 

in  this  country.  A recent  Federal  survey  in  267  cities  shows  that  11 
percent  of  all  the  people  Unemployed  and  on  “relief”  are  dependent 
because  the  breadwinner  of  the  family  is  physically  handicapped. 

II.  The  status  of  our  program,  July  1,  1934: 

1.  Three  thousand  seven  hundred  and  seventy-seven  persons  had  “applied”" 
and  were  being  rehabilitated. 
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'2.  Of  that  3,777,  1,041  were  “listed”,  but  it  had  been  impossible  to  establish 
a rehabilitation  program  for  them.  Our  funds  were  inadequate  either 
to  engage  the  personnel  needed  to  serve  them  or  to  pay  for  the  “train- 
ing” needed  to  rehabilitate  them. 

3.  Of  that  3,777,  630  were  receiving  medical  treatment  for  recent  injuries, 

or  vocational  guidance  to  help  them  decide  what  kind  of  work  they  can 
do. 

4.  Of  that  3,777,  357  were  ready  for  training  and  waiting  for  training  pro- 

grams to  be  established. 

5.  Of  that  3,777,  1,286  were  prepared  for  employment,  but  jobs  had  not  been 

found  for  them. 

6.  Of  that  3,777,  463  were  in  training  on  July  1. 

As  soon  as  the  funds  for  1934-35  were  released  to  us  after  July  1,  training 
programs  were  set  up  for  those  awaiting  training  and  as  early  as  last  September 
21  we  had  all  the  money  available  until  next  July  1 under  contract.  We  now 
have  376  persons  “pending  training”  and  no  funds  we  can  use  to  start  their 
training  until  July  1,  1935. 


REHABILITATION  MUST  BE  EXTENDED  TO  SERVE  THESE  PEOPLE 

1 We  have  376  persons  “pending  training”  and  approximately  80  persons  needing 

artificial  limbs  and  the  Division  is  unable  to  serve  these  persons  and  provide  for 
either  the  training  or  the  artificial  limbs  because  all  moneys  for  this  year  are 
under  contract.  It  will  be  impossible  to  serve  these  people  and  provide  the  help 
they  need  until  after  next  July  1 when  another  year’s  appropriations  are  available. 


Showing  amounts  of  money  appropriated,  amounts  of  expenditures  and  supplementary 

aids  by  years  1921-34 


Year 

Amount 
available 
Federal 
and  state 

Emergen- 
cy relief. 

funds 

available 

Total 
" fuifids 
available 

Amount  of 
expendi- 
ture 

Amount 
not  used 

Num- 
ber re- 
habili- 
tated 

Aver- 

age 

cost 

per  case 

Percent 
of  funds 
used 

Amount 
of  sup- 
plemen- 
tary 
aids  (es- 
timat- 
ed) 

1921- 22 

1922- 23 

1923- 24 

1924- 25 

1925- 26 

1926- 27 

1927- 28 

1928- 29 

1929- 30 

1930- 31 

1931- 32 

1932- 33 

1933- 34 

1934- 35 

$69, 693.  28 
68, 741. 42 

69. 693.  28 
69,  693.  27 
69, 693. 27 

69. 693.  27 
69, 693.  27 
69, 668. 30 
69, 689. 02 
79,  689. 01 
89,  670. 95 
99, 371.  90 
88,  997. 05 
90, 513. 18 

1 .$26. 000 
48, 000 

$69, 693.  28 

68,  741.  42 

69,  693.  28 
69,  693.  27 
69, 693.  27 
69, 693. 27 
69, 693.  27 
69, 668.  30 
69,  689.  02 
79,  689.  01 
89, 670. 95 
99, 371. 90 

114, 997.  05 
138,  513. 18 

$24, 127. 86 

68. 773. 68 
50, 687.  03 
44,  599. 06 
46,  723.  54 
53, 957. 48 
58, 081. 07 
65, 199.  30 

63. 166. 69 
68, 456. 94 
79, 987. 33 

83. 909. 69 
108, 949.  77 

$45, 565.  42 
32.26 
19,  006.  25 
25, 094. 21 
22, 969. 73 
15,  735.  79 
11,  612.  20 
4, 469.  00 
6, 522. 33 
11, 232. 07 
9,  688.  62 
15,  462.  21 
6, 047.  28 

34 

274 

286 

315 

321 

282 

305 

313 

283 

308 

401 

458 

1,366 

$709.  64 
250. 99 
177. 19 
141.58 
145.  55 
191.  34 
190.  43 
208. 30 
223.  20 
222. 26 
199.  46 
183.  21 
79.75 

34.6 
100.0 

72.7 

64.0 

67.1 

77.6 

83.4 

9.3.6 

90.6 
85.  9 

89.2 

84.4 

94.7 

$1, 500 
1,  5,00 

1.500 
1,  500 
4.  500 

4.500 
4,  500 
4,500 
4, 500 

10,000 
14, 100 

15. 000 
12, 700 

20. 000 

1 Dec.  18,  1934-June  30,  1934. 

Note. — (l)  All  moneys  available  for  1934-35  from  appropriated  funds  were  under  contract  Sept.  21,  1934. 
It  has  been  impossible  to  make  contracts  for  training  or  appliances  since  that  date  and  hundreds  of  persons 
needing  this  service  are  compelled  to  wait  until  after  July  1,  1935  when  new  funds  will  be  available.  (2) 
Supplementary  aids  consist  of  free  tuition  from  all  State  supported  colleges  and  a 50  percent  tuition  rate  from 
the  non-State  colleges,  free  heat,  light,  rent,  and  care  of  all  branch  offices,  and  physical  examinations  are 
given  free  by  surgeons  or  physicians. 

( Maps  and  charts  included  in  this  survey  are  on  file  with  the  committee.) 


Mr.  Lee.  I will  not  take  more  time  unless  there  are  some  questions. 
Mr.  Lewis.  Does  your  report  include  a reference  to  what  other 
countries  are  doing  in  this  rehabilitation  field? 

Mr.  Lee.  The  report  I am  submitting  covers  just  our  own  State  of 
Michigan. 

Mr.  Lewis.  It  does  not  give  the  expferience  in  other  countries 
with  that  subject? 

Mr.  Lee.  It  does  not.  I have  reported  only  for  our  own  State. 
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Mr.  Woodruff.  I suDpose  vou  could  supply  that  information  for 
Mr.  Lewis  on  the  record  provided  he  cared  to  have  it? 

Mr.  Lee.  We  could  obtain  it  if  Mr.  Lewis  desired  it,  and  would  be 
very  glad  to. 

Mr.  Reed.  Mr.  Lee,  has  your  committee,  that  is  interested  in 
rehabilitation,  come  to  any  conclusion  as  to  the  advisability  of  includ- 
ing that  in  this  program? 

Mr.  Lee.  I would  say  that  last  October  when  we  knew  first  of  the 
developments  along  the  line  of  economic  security,  we  wrote  to  Mr. 
Witte  and  asked  him  if  it  would  be  appropriate,  and  if  so,  we  would 
like  to  be  heard  by  this  committee  and  be  included.  We  received  a 
reply  indicating  that  he  believed  the  Economic  Security  Act  would 
provide  only  for  unemployment  insurance.  That  being  the  case  we 
did  not  push  the  matter  further.  We  felt  that  onr  only  recourse 
would  be  to  have  a bill  introduced  in  Congress  regularly.  When  the 
bill  providing  for  economic  security  was  printed  and  we  found  that 
there  was  provision  for  the  care  and  treatment  of  crippled  children, 
which  is  related  closely  to  our  rehabilitation  service,  ours  being  to 
carry  on  for  adults,  we  then  felt  that  it  would  be  appropriate  and  that 
we  should  have  been  included.  So  that  is  why  I based  my  remarks  on 
that. 

Mr.  Reed.  Is  it  your  personal  opinion  that  the  rehabilitation  as 
you  are  handling  it,  as  provided  by  the  laws  that  now  exist,  is  very 
closely  related  to  this  unemployment  insurance  and  old-age  pension 
subject? 

Mr.  Lee.  It  is  my  judgment  it  is  very  closely  related. 

Mr.  Reed.  You  will  recall  that  the  Committee  on  Education  in 
laying  down  a policy  deemed  it  advisable  rather  than  to  attempt  a 
permanent  appropriation  for  this  work  to  come  back  every  2 or  3 
years  and  reveal  to  Congress  the  character  of  its  work,  so  that  Con- 
gress could  visualize  the  importance  of  it  as  a social  measure. 

Mr.  Lee.  I recall  that  in  connection  with  our  hearings  and  the 
deliberations  at  the  time  you  sponsored  our  bill  in  1930,  Mr.  Reed. 

Mr.  Reed.  That  bill  is  going  to  expire  very  soon,  I believe. 

Mr.  Lee.  It  exires  June  30,  1937. 

Mr.  Reed.  Yes,  Now,  if  we  are  going  ahead  with  a broad  program 
such  as  we  have  here,  have  you  given  some  thought  to  the  idea  of  having 
that  interwoven  with  the  permanent  appropriation  to  carry  on  that 
work  rather  than  to  come  back  here  every  2 or  3 years? 

Mr.  Lee.  We  have  because  the  problem  of  our  adult  handicapped 
and  their  dependency  will  be  a continuing  problem,  in  the  same 
essential  sense  that  all  of  our  other  problems  of  dependency  are 
with  us. 

Mr.  Reed.  That  is,  as  an  economic  social  measure,  3^11  have  gone 
through  the  period  of  experimentation,  and  you  as  a practical  man 
out  in  the  field,  as  a director  of  this  work  in  a great  State  like  Michigan, 
a great  industrial  State,  have  come  to  the  conclusion  that  the  work 
should  be  of  a permanent  character? 

Mr.  Lee.  I feel  that  it  should  be  permanent.  I believe  that  surve3^s 
made  in  our  State  and  information  similar  in  other  States  would  sus- 
tain the  fact  that  the  work  needs  to  be  permanent,  not  only  from 
the  standpoint  of  its  social  considerations,  but  in  dollars  and  cents. 
I might  indicate  it  by  this,  that  we  have  rehabilitated  into  employ- 
ment 5,433  disabled  unemployed  adult  people.  The  average  cost  for 
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each  person  has  been  $152.  The  total  amount  that  those  5,433  people 
have  earned 

Mr.  Reed.  You  are  speaking  of  the  State  of  Michigan  alone? 

Mr.  Lee.  Yes.  The  total  amount  that  those  5,433  persolis  have 
sarned — and  I checked  it  from  records  in  our  office  last  Friday — 
exceeds  $25,000,000.  We  have  spent  $828,000  since  1921  in  Michigan. 
That  is  an  average  of  $61,000  a year,  half  of  it  Federal  and  half  State. 

If  we  had  not  spent  the  $828,000,  these  people  would  not  have 
earned  the  $25,000,000  that  our  records  on  each  individual  show  they 
have  earned.  If  instead  we  had  left  them  unemployed,  they  have  l}i 
dependents  apiece,  so  for  each  1 left  unemployed  we  have  2%  people 
dependent,  and  it  would  have  cost  us  $20,373,000  to  support  them  in- 
telligently. So  that  if  we  had  not  spent  $828,000,  it  would  have  cost 
us  $20,000,000;  but  by  spending  it  instead,  those  people  have  earned 
$25,000,000. 

Mr.  Reed.  By  the  contribution  made  by  the  Federal  Government 
and  by  the  State  you  have  lifted  that  tremendous  burden  off  society 
in  a measure,  besides  maintaining  the  self-respect  and  the  productive 
power  of  these  people. 

Mr.  Lee.  And  giving  the  children  of  those  families  a chance  to 
live  where  their  father  brings  home  a pay  check,  where  he  buys  their 
clothes,  he  buys  their  food  and  their  medical  treatment  instead  of 
their  living  their  entire  lives  without  ever  knowing  what  it  means  to 
have  a home  where  that  home  is  self-supporting,  and  where  everything 
that  is  received  is  not  handed  to  them  by  a society  on  which  they  are 
dependent. 

Mr.  Reed.  Your  State  has  been  sufficiently  sold  on  the  value  of 
the  work  to  society  to  appropriate  considerably  more  money  that  the 
Federal  Government  appropriates  for  the  State? 

Mr.  Lee.  Our  State  acceptance  act  was  drafted  to  say  that  Michi- 
gan shall  match  the  Federal  allotment.  The  legislature  has  always 
matched  every  dollar  of  Federal  money.  They  have  interpreted  it 
that  they  could  not  match  more  than  the  Federal  , money  because  the 
law  says  they  shall  match  it.  But  I had  the  experience  a week  ago 
of  having  the  budget  director  in  Lansing  offer  to  take  the  appropria- 
tion which  was  asked  for  one  of  the  State’s  institutions  and  give  that 
appropriation  to  us,  because  we  are  taking  care  of  people  at  an  average 
of  $152  apiece  and  rehabilitating  them  into  employment  while  that 
institution  was  keeping  its  inmates  at  an  average  per  capita  cost  of 
$669  per  person — which  shows  that  the  legislature  in  our  State  is 
ready  to  match  this  Federal  appropriation  and  is  willing  to  close  one 
institution  where  its  costs  were  high.  I had  to  indicate  that  we  could 
not  be  on  record  as  favoring  such  a proposal,  not  at  the  expense  of 
another  institution. 

Mr.  Reed.  Even  in  these  depressed  times  you  have  been  able  to 
train  and  place  these  people  in  employment? 

Mr.  Lee.  Prior  to  the  depression  we  were  placing  approximately 
300  people  a year.  Three  years  ago  we  placed  401  in  employment. 
Two  years  ago  we  placed  458,  last  year  we  placed  a thousand,  exactly, 
in  regular  employment,  and  366  more  in  temporary  emplo3^ment, 
which  makes  a total  of  1,366  physically  handicapped  people  in  the 
State  of  Michigan  in  employment  last  year. 

Mr.  Reed.  The  likelihood  is  that  had  they  not  been  retrained  and 
replaceu,  they  would  be  on  the  relief  rolls  today? 
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Mr.  Lee.  Yes;  and  their  families  would  have  been  dependent. 

Mr.  Reed.  That  is  all. 

Mr.  Buck.  For  the  purpose  of  the  record,  over  what  period  of  time 
was  that  $25,000,000  earned? 

Mr.  Lee.  That  is  since  1921,  which  gives  an  average  work  period 
for  those  persons  of  approximately  6^  years.  That  is  an  average 
work  period. 

Mr.  Buck.  Approximately  what  was  the  average  earning? 

Mr.  Lee.  I have  figures  in  my  report  for  the  period  of  this  depres- 
sion, the  last  6 years.  We  have  rehabilitated  3,129  persons,  and  their 
average  wage  per  week  before  they  were  injured  was  $18.01.  Their 
average  wage  at  the  time  they  applied  for  rehabilitation  was  $3.31, 
w’hich  indicates  that  some  of  them  had  a very  low  wage,  but  most  of 
them  were  unemployed.  After  furnishing  rehabilitation  service  and 
getting  them  jobs  where  they  could  work,  where  their  handicap  did 
not  interfere,  their  average  wage  per  week  was  $19.86,  which  is 
$1.85  a week  higher  than  their  wage  was  before  they  were  disabled. 

The  Chairman.  We  thank  you,  Mr.  Lee,  for  your  appearance  and 
the  testimony  you  have  given  the  committee.  . 

The  next  witness  is  George  Nordlin,  of  St.  Paul,  Minn.,  a 
representative  of  the  Advisory  Council  on  Economic  Security. 

STATEMENT  OF  GEORGE  NORDLIN,  REPRESENTING  THE  ADVISORY 
COUNCIL  ON  ECONOMIC  SECURITY 

Mr.  Nordlin.  I am  a member  of  the  Advisory  Council  on  Economic 
Security,  and  also  represent  the  Fraternal  Order  of  Eagles  as  chairman 
of  the  board  of  grand  trustees. 

I feel  that  the  Fraternal  Order  of  Eagles  is  a proper  witness  before 
your  committee.  The  Fraternal  Order  of  Eagles  pioneered  in  con- 
nection with  old-age  pensions.  Starting  14  years  ago,  which  I believe 
is  the  first  activity  on  the  part  of  any  organization,  the  committees 
of  this  order  became  active  in  various  States  of  the  Union,  and  the 
result  of  that  activity  I think  is  shown  by  the  fact  that  nearly  all  of 
the  pens  which  were  used  by  the  governors  of  the  dift'erent  States  in 
signing  these  laws  are  now  in  the  possession  of  the  Fraternal  Order 
of  Eagles.  I have  not  said  that  in  any  sense  for  the  purpose  of 
advertising  the  order,  but  in  order  to  show  the  qualifications  of  the 
witness  as  an  order. 

These  laws  were  intended  primarily  to  do  away  with  the  poorhouse, 
intended  primarily  to  take  aged  people  who  were  sound  and  sane 
from  institutions  where  they  had  to  live  with  the  mentally  afflicted 
and  physically  diseased.  At  this  time  there  is  probably  a question 
as  to  whether  or  not  these  laws  could  have  sustained  themselves  on 
their  own  basis.  What  I mean  by  that  is  whether  or  not  these  laws 
could  have  continued  to  function  and  give  pensions  to  those  who 
deserved  pensions  solely  through  taxes  collected  in  the  respective 
States.  Some  of  the  laws  provided  for  the  cost  being  take  care  of 
entirely  by  the  State.  In  some  there  was  a division  between  the 
State  and  county.  In  my  own  State  the  entire  burden  comes 
primarily  on  the  county,  and  then  is  reflected  back  to  the  municipal 
locality  in  which  the  individual  lives. 

I realize  perfectly  well  that  much  of  what  I have  said  is  repetition 
to  this  committee,  but  beginning  with  the  depression,  with  our 
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children  who  had  been  bearing  the  major  burden  of  taking  care  of 
their  aged  ones,  as  wage  earners,  getting  out  of  work,  the  number  of 
pensioners  has  increased  to  an  extent  where  practically  everywhere 
the  local  taxes,  either  in  the  form  of  state  taxes  or  in  the  form  of 
county  taxes,  have  not  been  able  to  meet  the  burden.  I am  speaking 
now  with  personal  knowledge  of  the  situation  in  a number  of  States 
in  the  Union.  As  a result,  the  pensions  have  not  been  in  an  amount 
that  would  meet  the  requirements  of  the  individual.  As  a matter  of 
fact,  they  have  been  absolutely  arbitrary.  In  many  States  a certain 
definite  sum  has  been  fixed  per  individual.  As  the  last  few  years 
have  gone  on,  this  amount  has  decreased. 

Therefore,  the  Fraternal  Order  of  Eagles  is  very  strongly  back  of 
the  proposition  of  grants  and  aids  to  these  States  in  order  that  these 
pension  systems  may  be  continued. 

I think  the  committee  will  find  that  in  most  of  the  States  since  the 
Federal  relief  has  come  into  the  picture  there  has  been  a deliberate 
shifting,  a taking  of  persons  who  have  been  on  old-age  pension  roils 
and  putting  them  on  to  the  relief  rolls  where  the  entire  support  of  the 
aged  people  is  now  coming  from  the  Government,  whereas  it  was 
intended  through  the  passage  of  those  laws  to  have  those  people 
definitely  on  pension  rolls.  A grant  or  an  aid  from  the  Federal 
Government  will  put  them  back  again  where  they  were  intended  to  be. 

I am  satisfied  that  this  particular  system  could  not  go  on  indefinitely 
because  the  amount  of  money  involved  would  be  too  great  unless  your 
contributing  system  is  adopted.  The  contributing  system  would  then 
enable  the  State  laws  probably  to  pass  out  of  the  picture  within  about 
30  years.  So  far  as  a voluntary  system  is  concerned,  speaking  for  the 
order  I cannot  say  anything.  The  propositions  offered  are  a little 
bit  indefinite.  Personally,  we  feel  that  the  benefits  under  the  volun- 
tary system  should  not  be  any  greater  than  the  benefits  under  the 
contributing  system,  so  that  the  person  who  is  working  for  a living  and 
contributing  his  share  of  the  cost  of  that  pension  may  not  find  himself 
in  a position  where  someone  else  who  is  not  contributing  to  that  system 
but  contributing  on  his  own  alone  is  getting  a larger  pension  than  the 
man  who  is  working  and  contributing  on  a pay-rolf  basis. 

Speaking  again  individually,  I am  personally  very,  very  strongly 
back  of  the  proposals  for  unemployment  insurance.  I believe  that 
this  legislation,  particularly,  should  be  enacted  as  early  as  possible. 
Some  40  State  legislatures  are  in  session,  including  the  State  of  Minne- 
sota. If  this  legislation  is  enacted  at  too  late  a date,  our  employers 
are  going  to  find  themselves  in  a position  where  they  will  be  shouldered 
with  a tax  and  no  law  in  the  State  whereby  they  would  receive  any 
benefit  from  that  tax. 

Mr.  Knutson.  It  is  your  thought  we  should  pass  this  legislation 
before  the  legislatures  adjourn? 

Mr.  Nordlin.  Before  the  legislatures  adjourn.  We  have  possibly 
2%  months  before  40  of  the  legislative  sessions  will  adjourn.  Other- 
wise, you  will  have  a Federal  act  that  will  be  collecting  taxes,  and  no 
acts  operated  in  any  of  the  States.  I am  speaking  generally,  of  course. 

Mr.  Vinson.  I did  not  quite  follow  you,  Mr.  Nordlin,  with  refer- 
ence to  your  statement  as  to  the  voluntary  contributions. 

Mr.  Nordlin.  What  I mean  by  that  was  this:  The  report  indicates 
that  2 or  3 arrangements  similar  to  annuity  policies  may  be  incor- 
porated in  the  Federal  act. 
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Mr.  Vinson.  Wliat  I could  not  understand  was  wherein  you  were 
complaining  about  a man  who  made  the  voluntary  contributions 
getting  benefits  larger  than  the  man  who  made  payments  under  the 
contributory  annuity  plan. 

Mr.  Nordlin.  What  I have  said  may  have  sounded  like  a com- 
plaint. Wliat  I said  was  this:  The  benefits  under  that  voluntary 
system  should  not  be  an}?^  greater  than  the  maximum  benefits  under 
the  contributing  plan. 

Mr.  Vinson.  You  realize,  though,  that  if  the  man  who  was  con- 
tributing under  the  contributory  plan — that  is,  the  voluntary  plan — 
put  in  more  money  than  the  man  who  was  under  the  compulsory 
contributory  plan,  he  would  be  entitled  to  more  benefits. 

Mr.  Nordlin.  I concede  that. 

Mr.  Vinson.  In  other  words,  your  voluntar}?^  annuity — that  is 
what  we  call  it. 

Mr.  Nordlin.  Yes. 

Mr.  Vinson.  Is  simply  a question  of  buying  annuities  from  the 
Government,  just  the  same  as  you  would  buy  annuities  from  an 
insurance  company. 

Mr.  Nordlin.  I grant  that. 

Mr.  Vinson.  You  get  what  you  pay  for.  Your  return  is  in  pro- 
portion to  the  moneys  that  you  put  out. 

Mr.  Nordlin.  I concede  that  is  true,  and  I offer  this  suggestion, 
that  the  man  who  is  working  for  a living,  making  a definite  fixed 
contribution,  may  feel  that  he  ought  to  have  the  privilege  of  making 
a slightly  higher  contribution  and  receive  that  greater  benefit. 

Mr.  Vinson.  He  has  that.  He  has  that  under  this  bill. 

Mr.  Nordlin.  Providing  he  takes  up  the  voluntary  also. 

Mr.  Vinson.  That  is  w^hat  I say. 

Mr.  Nordlin.  But  then  he  will  be  receiving  a benefit  of  about 
twice  the  original  benefit. 

Mr.  Vinson.  Not  necessarily  at  all.  He  wmuld  receive  under  the 
voluntary  plan  whatever  he  bought,  whatever  moneys  he  put  in. 
I just  cannot  see  where  there  is  any  conflict  or  any  preference  at  all 
between  the  mLan  who  is  under  the  compulsory  system  and  the  man 
who  is  under  the  voluntary  sjstem. 

Mr.  Nordlin.  If  I am  given  time  enough  to  indicate  w^hat  I 
have  in  my  mind,  it  is  this:  I have  read  the  newspapers  and  I have 
heard  that  you  have  had  witnesses  before  you  representing  organiza- 
tions that  contended  that  the  amounts  of  the  pensions  were  not  large 
enough.  In  one  case  I think  the  statement  was  made 

Ylr.  Vinson.  The  pension  has  nothing  to  do  with  the  voluntary 
plan,  the  amount  of  the  pension.  There  is  no  pension  with  reference 
to  vohmtary  annuities. 

Mr.  Nordlin.  With  the  contributing  it  has.  You  are  fixed  at 
$15  a week,  are  you  not? 

Mr.  Vinson.  There  is  a connection  between  the  old-age  pensions 
and  the  contributory  annuities  under  this  bill,  if  the  contributory 
annuity  is  not  large  enough  to  buy  what  would  be  an  amount  equal 
to  the  old-age  pension. 

Mr.  Nordlin.  Yes. 

Mr.  Vinson.  But  now  I am  talking  about  the  voluntary  plan. 
That  is  what  you  are  talking  about? 

Mr.  Nordlin.  Yes. 
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Mr.  Vinson.  I cannot  see  why  anyone  would  hesitate  to  want 
anyone  who  would  participate  in  voluntary  annuities  getting  what  he 
paid  for. 

Mr.  Nordlin.  The  thing  is  this,  that  with  your  limitation  on  the 
contributing  plan  you  will  have  the  agitation  to  bring  up  the  benefits 
under  that  contributing  plan  to  the  highest  point  of  the  voluntary 
plan. 

Mr.  Vinson.  There  is  no  question  in  nere  and  no  reason  why  a 
person  who  is  under  the  compulsory  contributory  plan  cannot  take 
any  fund  that  he  wants  and  buy  voluntary  annuities. 

Mr.  Nordlin.  If  that  is  done,  I can  see  no  objection. 

Mr.  Vinson.  That  is  the  present  fact. 

Mr.  Knutson.  And  the  bill  contemplates  that. 

The  Chairman.  Were  you  consulted  in  any  way  regarding  the 
preparation  of  this  bill? 

Mr.  Nordlin.  Yes. 

The  Chairman.  You  were? 

Mr.  Nordlin.  I sat  in  at  all  of  the  hearings  of  the  economic  council. 

The  Chairman.  You  aided  in  the  preparation  of  the  bill? 

Mr.  Nordlin.  Yes;  at  the  time.  When  we  were  through  with  our 
work,  our  recommendation  with  reference  to  the  voluntary  pension 
plan  was  that  if  an  individual  would  contribute  the  same  amount  that 
was  provided  for  by  the  contributing  system,  he  would  receive  the 
maximum  amount  under  the  contributing  system.  That  is  what  led 
me  to  mention  the  fact  that  the  organization  was  not  just  certain  at 
this  time  where  it  stood  on  the  voluntary  feature, 

Mr.  Hill.  There  is  no  maximum  amount  fixed. 

Mr.  Nordlin.  I understood  the  amount  was  to  be  an  amount  that 
would  be  $15  a week. 

Mr.  Hill.  That  is  the  old-age  pension.  That  is  not  in  connection 
with  the  contributing  plan.  There  is  no  maximum  amount  fixed 
under  the  compulsory  plan. 

Mr.  Nordlin.  That  is  the  way  I read  it. 

k-lr.  Knutson.  There  is  a maximum  of  $100  a month  under  the 
voluntary. 

Mr.  Hill.  I am.  talking  about  the  compulsory  contributory  plan. 

Mr.  Nordlin.  The  language  is  a little  uncertain.  One  way  I read 
it,  I understood  there  was  a hund red-doll ar  maximum  on  the  volun- 
tary. Then  it  says  that  three  different  types  of  annuities  might  be 
offered,  and  that  is  what  bothered  me. 

Mr.  Hill.  Are  you  referring  to  the  report  or  the  bill? 

Mr.  Nordlin.  I am  referring  to  the  report.  I did  not  get  the 
bill  until  a few  minutes  ago. 

Mr.  Knutson.  Senator,  you  have  given  quite  considerable  study 
to  the  question  of  old-age  pensions? 

Mr.  Nordlin.  I have. 

Mr.  Knutson.  As  well  as  to  unemployment  compensation? 

Mr.  Nordlin.  Yes,  sir. 

Mr.  Knutson.  You  are  the  national  head  of  the  Eagles? 

hlr.  Nordlin.  Past  national  head. 

Mr.  Knutson.  That  organization  has  been  sponsoring  such  a pro- 
gram for  6 or  8 years,  to  my  knowledge. 

Mr.  Nordlin.  Fourteen  years. 

Mr.  Knutson.  You  have  read  oxer  the  bill? 
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Mr.  Notidlin.  No;  I have  read  over  the  report  of  the  committee. 
I received  a copy  of  the  bill  just  a short  time  ago.  I think  I know 
most  of  the  essentials  of  the  bill,  though. 

Mr.  Knutson.  After  you  have  gone  over  the  bill,  I would  be  ver}^ 
much  interested  to  hear  your  reactions.  1 am  sure  the  committee 
would  like  to  get  such  suggestions  for  improving  it  as  you  may  want 
to  make. 

Air.  Nort>lin.  I will  be  glad  to  answer  any  c[uestions  you  may  want 
to  put  to  me,  sir. 

Air.  Vinson.  I think  that^  this  statement  may  clarify  the  question 
of  pajmients  under  the  two  plans.  As  i understand  it,  whether  it  is 
under  the  compulsory  contributory  plan  or  the  voluntary  plan  the 
same  amount  of  money  purchases  toe  same  benelits. 

Air.  Nordlin.  I may  say  to  the  committee  that  if  that  is  true,  I 
am  absolutely  in  favor  of  the  entire  set-up,  because  you  will  have 
millions  of  people  who  will  not  b'e  in  a position  to  avail  themselves  of 
the  contributing  system  who  are  entitled  to  the  protection  jTist  as 
much  as  those  who  are  under  the  contributing  system. 

Air.  Lewis.  I think  there  is  much  misconception  here,  not  because 
of  the  terms  of  the  act  but  because  of  the  multiplicity  of  its  features. 
It  seems  to  me  that  a simple  statement  of  the  contributory  element 
in  the  old-age  pension  case  would  be  a statement  as  follows: 

That  it  does  not  set  up  any  independent  pension  system  at  all,  the 
compulsory  contributory  element,  but  is  a mere  institution  through 
which  the  Government  hopes  to  recoup  hnally  the  whole  of  the  con- 
tribution it  will  be  making  to  the  States,  not  to  exceed  $15  a month. 
There  is  no  independent  pension  system  involved. 

Air.  Nordlin.  No;  I understand  that. 

Mr.  Lewis.  The  Government  gets  those  contributions  and  it  keeps 
them,  and  it  is  merely  recouping  the  amount  it  otherwise  has  to  pay 
from  its  revenues  to  the  States  to  make  up  its  50-50,  or  maximum 
$15  a month. 

Air.  Hill.  1 do  not  quite  follow  the  gentleman  on  that.  You  mean 
recoup  the  $15  it  paid  to  the  States? 

Mr.  Lewis.  When  the  thing  matures,  the  tax  will  be  sufficiently 
high  to  recoup  fully  that  $15. 

Mr.  Hill.  I do  not  so  understand  it. 

Mr.  Lewis.  Not  next  year  or  for  many  years,  but  in  the  course  of 
time. 

Mr.  Nordlin.  May  I add  something  to  what  Congressman  Lewis 
has  said?  The  amount  of  money  involved  in  the  contributing  system, 
if  it  were  to  be  considered  as  a building  or  reserves,  is  so  large  that 
it  could  never  be  invested,  so  there  really  is  no  reserve  at  all.  The 
theory  is,  as  the  Congressman  has  said,  to  pay  out  the  money  that 
is  collected  in  the  contributing  system  in  the  way  of  grants  and  aids 
to  all  of  the  States,  and  then  what  whould  be  considered  interest  on 
the  investment  v\ill  be  furnished  by  the  Government  itself  in  the 
form  of  appropriations  at  the  time  that  the  contributions  made  under 
the  contributing  system  are  not  large  enough  to  meet  the  pay-offs. 

Mr.  Hill.  I think  we  are  getting  confused  on  that.  Under  the 
explanation  given  by  Mr.  Witte  here  of  the  bill  on  the  compulsory 
contributory  plan,  certain  persons,  when  they  reach  the  age  of  65, 
will  not  have  contributed  sufficient  to  enable  them  to  receive  an 
adequate  annuity  and  they  wall  be  paid  in  addition  to  the  earned 
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annuity  an  unearned  annuity  which  comes  out  of  this  fund  for  the 
present,  but  in  no  case  does  the  old-age  pension  contribution  of  $15 
come  out  of  that  fund.  That  is  not  the  theory  of  this  bill,  as  I 
understand  it. 

Mr.  Nokdlin.  I think  you  will  find  that  the  condition  is  that  the 
entire  amount  from  the  contributing  system  goes  for  the  next  30 
years  to  make  the  aids  and  grants  to  the  States. 

Mr.  Knutson.  How  long  were  you  chairman  of  the  Eagles’  com- 
mittee on  old-age  pensions? 

Mr.  Nordlin.  I have  been  active  with  the  Eagles  for  many  years. 
Frank  E.  Herring  is  the  chairman,  and  has  been  the  chairman  for 
years. 

The  Chairman.  Have  you  given  any  consideration  to  the  Town- 
send plan? 

Mr.  Nordlin.  I have. 

Mr.  Knutson.  I would  be  very  much  interested,  and  I am  sure 
the  committee  would  be,  as  to  what  your  conclusions  are  as  the 
result  of  your  study  of  that  question. 

.Mr.  Nordlin.  I think  it  is  the  cruelest  suggestion  that  has  ever 
been  made  to  the  old  people  of  this  country. 

Mr.  Knutson.  What  is  that? 

Mr.  Nordlin.  I think  it  is  the  cruelest  suggestion  that  has  ever 
been  made  to  the  old  people  of  this  country.  We  have  thousands  and 
thousands  of  old  people,  especially  in  your  and  my  part  of  the  country 
and  farther  west,  who  are  spending  their  time  trying  to  figure  out  how 
they  are  going  to  spend  $200  a month,  or  discussing  it  with  their 
children.  And  they  are  never  going  to  get  it.  I cannot  think  of  any 
suggestion,  any  formula,  any  promise  that  could  lie  more  cruel  that 
could  be  offered  to  these  old  people. 

Mr.  Knutson.  You  mean  then  that  it  is  absolutel}^  unworkable? 

Mr.  Nordlin.  Absolutely  unworkable,  and  using  language  that 
has  been  used  here  a great  many  times  before,  absolutely  fantastic. 

Air.  Knutson.  Could  such  a plan  operate  for  any  length  of  time 
before  bankrupting  itself? 

Mr.  Nordlin.  They  tell  me  that  it  would  require,  to  make  the 
payments,  based  upon  the  number  of  people  who  are  over  that  age, 
some  ten  or  twelve  million,  about  42  percent  of  the  total  income  of  the 
country  based  on  the  figures,  I guess,  of  last  year,  and  those  figures 
include  ineome  that  is  not  earned  income.  It  would  take  about  60 
percent  of  the  total  earned  income  of  the  country.  It  seems  to  me 
that  any  child  could  see  that  you  could  not  operate  a system  of  that 
kind. 

The  Chairman.  Judging  by  statements  I heard  made  by  a Member 
of  the  House  today  on  the  floor,  it  is  not  intended  to  be  financed  by 
any  system  of  taxation  based  on  income,  but  some  new  scheme  of 
taxation  that  might  be  termed  “fantastic”;  I do  not  know,  but  it 
seems  it  is  through  some  currency  scheme  or  inflation  scheme.  It  is 
not  raised  at  all  by  taxation  of  income;  confiscation,  redistribution  of 
wealth,  something  of  that  sort.  Do  you  understand  clearly  just  how 
they  propose  to  do  this? 

Mr.  Nordlin.  I think  I do. 

Mr.  Chairman,  I would  like  to  have  it  understood  that  what  I am 
saying  about  the  Townsend  plan,  I am  saying  in  my  individual  capac- 
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ity,  not  as  a representative  of  the  Fraternal  Order  of  Eagles,  but  as 
George  Nordlin  of  St.  Paul,  Minn. 

They  have  called  it  a revolving  plan. 

My  understanding  of  a revolving  plan  is  a plan  where  money  comes 
out  of  a certain  source,  and  after  a certain  time  comes  back  again  to 
that  same  source.  Here  we  have  a proposal  that  you  have  a certain 
tax  upon  purchases.  We  have  in  my  part  of  the  country  girls  work- 
ing for  $13,  $14,  and  $15  a week.  We  have  men  working  for  not 
much  more,  who  are  supporting  families,  and  practically  their  entire 
wages  will  be  spent  in  things  that  would  require  such  a tax.  So  that 
there  would  be  a net  loss  in  buying  power  to  these  same  people  right 
off  the  reel.  Now,  if  money  goes  through  the  general  channels  that 
these  people  have  in  mind  and  finally  reaches  producers  and  manu- 
facturers of  things,  the  only  way  it  can  get  back  again  to  these  same 
working  people  would  be  in  the  increase  in  wages ; and  the  increase  in 
wages  that  they  would  get,  possibly,  during  a period  of  3 or  4 years, 
would  not  equal  the  contribution  that  they  would  have  to  make  in  the 
way  of  taxes  in  one  month.  Therefore,  it  does  not  revolve ; it  does  not 
get  back  again  to  the  people  who  make  the  original  contribution. 

Mr.  Knutson.  I had  a circular  sent  to  me  the  other  day  which 
said  that  if  the  Townsend  plan  were  adopted — and  the  plan,  of  course, 
provides  for  the  compulsory  spending  of  the  money  during  the 
month  for  which  it  is  received — it  would  so  increase  the  volume  of 
business,  I think  something  like  500  percent,  that  it  would  jump  the 
volume  of  business  in  this  country,  the  business  that  would  pay  the 
tax,  from  $40,000,000,000  a year  to  $200,000,000,000  a year;  and 
that  on  that  basis  it  would  require  only  about  2 or  3 percent  to  carry 
it  along. 

Now,  others  who  appeared  before  the  committee  have  expressed 
the  opinion  that  rather  than  increase  business  it  would  result  in  fur- 
ther constriction  of  business  as  a result  of  the  tax,  just  as  j^ou  brought 
out.  You  agree  with  that  conclusion,  that  it  would  constrict  business? 

Mr.  Nordlin.  You  are  going  into  a subject  matter  that  I do  not 
know  much  about,  but  it  seems  to  me  logical  that  the  cost  of  things 
would  thereby  go  up;  but  it  would  be  to  the  detriment  of  those  who 
were  actually  paying  the  tax. 

Mr.  Knutson.  You  are  firmly  of  the  opinion  that  the  wFole  thing 
is  fantastic,  that  those  wYo  are  proposing  it  are  guilt}^  of  inflicting 
a cruel,  fantastic,  and  impossible  plan  upon  a lot  of  prejudiced  people? 

Mr.  Nordlin.  Yes.  I think  that  is  all  embraced  in  wYat  I said 
when  I said  I thought  it  was  the  cruelest  kind  of  suggestion  that  could 
be  made  to  aged  people. 

I feel  strongly,  if  the  committee  wull  permit  me,  that  we  should  get 
away  from  the  poorhouses  and  poor  farms  and  almshouses  of  this 
country.  I feel  that  that  can  be  done  by  direct  relief,  an  amount  to 
each  individual  that  is  large  enough  to  meet  the  required  needs  of  the 
individual. 

I want  to  say  also  that  I do  not  believe  that  old-age  pensions  alone 
are  going  to  solve  the  picture  fully,  because  before  you  have  done  that 
you  will  have  to  do  what  was  done  in  the  State  of  Delaware;  quasi 
hospital  institutions  will  have  to  be  established  where  the  old  people 
who  are  mentally  or  phj^sically  afflicted  and  cannot  live  in  their  own 
environments  can  be  sent  and  receive  proper  medical  attention  and 
nursing,  and  receive  it  under  proper  environment  where  they  are 
away  from  types  with  which  they  should  not  be  associated. 
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The  Chairman.  If  they  were  to  receive  relief  as  you  have  indi- 
cated, what  tendency  would  that  probably  have  on  the  people  with 
respect  to  thrift  and  the  desire  to  lay  by  something  to  take  care  of 
themselves  when  they  reached  an  age  and  a physical  condition  where 
they  could  no  longer  earn  their  support? 

Mr.  Nordlin.  Mr.  Chairman,  I do  not  want  you  to  consider  this  as 
facetious,  but  in  fighting  for  old-age-pension  laws,  I have  had  the 
same  question  asked  before.  I have  made  this  statement,  that  I 
have  been  a member  of  a legislative  body  for  18  years.  I have  sat  on 
committees  that  have  dealt  with  a great  many  pension  matters.  I 
have  acted  on  legislation  that  gave  judges  pensions.  I have  acted  on 
committees  that  gave  firemen  and  policemen  pensions.  And  I have 
never  heard  of  anyone  worrying  about  a judge  or  a policeman  or  a 
fireman  failing  to  do  his  duty,  failing  to  be  a good  citizen,  because, 
after  the  end  of  a certain  number  of  years  of  service,  he  was  going  to 
receive  a compensation  without  working  for  it  that  would  take  care 
of  him  for  the  rest  of  his  days. 

The  Chairman.  But  they  are  supposed  to  get  that  from  some  serv- 
ices they  have  rendered  the  public,  the  country,  that  there  is  some- 
thing left  over  coming  to  them.  That  is  a contribution  that  the  public 
is  making  to  them  for  services  rendered.  That  is  not  analogous  at 
all  to  persons  who  have  never  rendered  any  special  service  to  the 
public  and  who  might  probably  save  something  if  they  had  an  incen- 
tive to  do  so.  I am  not  talking  against  the  bill,  I just  want  your 
reaction  to  it. 

Mr.  Nordlin.  Mr.  Chairirian,  I feel  that  there  is  something  anal- 
ogous. Most  of  the  State  laws  required  and  always  will  require  that 
the  person  who  gets  the  benefit  of  this  pension  has  been  a decent 
citizen.  It  is  not  going  to  be  given  to  a criminal. 

The  Chairman.  A man  might  be  a decent  citizen  and  never  strike 
a lick  of  work.  He  might  not  be  a very  honorable  citizen,  yet  he 
could  be  a decent  citizen  if  he  obeyed  the  law  and  kept  out  of  the  toils 
of  the  law.  You  could  not  charge  him  with  being  an  indecent  citizen. 

Mr.  Nordlin.  If  he  has  been  a decent  citizen,  he  has  helped  to 
build  the  civilization  that  he  is  under.  Whether  he  has  paid  taxes 
directly  or  not,  he  has  paid  taxes,  because  he  has  had  to  pay  taxes  in 
connection  with  anything  that  he  bought,  even  the  place  that  he  lived 
in.  If  he  paid  rent,  part  of  his  contribution  in  rent  went  toward  the 
taxes.  So  that  he  is  as  much  responsible  as  anybody  else  in  building 
up  the  community.  When  the  time  comes  because  of  either  changed 
conditions  in  industry  or  merely  the  effect  of  old  age  itself  that  he 
cannot  find  work  to  take  care  of  himself,  by  what  he  has  done  he  has 
earned  the  right  to  live  in  decency,  at  least,  for  the  rest  of  his  life. 

The  Chairman.  There  is  a great  difference  in  people.  There  are 
people  who  cannot  find  work,  those  who  do  not  find  work,  and  those 
who  do  find  work  and  squander  or  waste  a lot  of  the  fruits  of  their 
toil  when  they  might  have  saved  them  and  laid  them  up.  That  is 
the  class  of  people  about  which  I am  talking. 

Mr.  Nordlin.  I realize  that  you  have  those  different  types,  but 
I think  at  that  the  cheapest  way  of  taking  care  of  all  of  them  is  through 
the  pension  system.  In  the  State  of  Minnesota  in  1925  when  the 
government  made  a survey  it  cost  $470,90  per  person  to  take  care  of 
them  in  institutions,  poorhouses,  and  poor  farms.  The  maximum 
pension  would  be  $360  a year,  which  would  be  a saving  of  one-third. 
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The  experience  in  Wisconsin,  in  Montana,  and  Minnesota  showed 
that  the  actual  cost  of  taking  care  of  these  old  people  was  between 
$200  and  $400.  So  that  it  costs  half  to  take  care  of  these  people  on 
a pension  basis  what  it  did  in  institutions.  That  is  without  taking 
any  consideration  of  the  investment  in  those  institutions.  So  that 
if  they  were  shiftless,  even  if  they  did  throw  away  their  money,  you 
are  going  to  pay  m^ore  to  take  care  of  them  if  you  put  them  in  insti- 
tutions than  you  are  if  you  put  them  on  pensions. 

The  Chaikman.  There  is  no  disagreement  about  that  difference. 
The  only  point  I wanted  to  bring  out — and  I am  not  debating  it  at 
all;  I am  just  asking  your  reaction  and  your  opinion — is  whether,  if 
these  people  are  to  be  assured  against  want  or  need  in  their  old  age, 
that  they  will  be  taken  ca,re  of  in  the  way  of  a pension,  that  does  not 
militate  a,gainst  a disposition  to  thrift. 

Mr.  Nordlin.  I do  not  think  so.  The  amount  involved  is  too 
small.  I do  not  believe  that  any  individual  would  throw  away  an 
opportunity  of  benefiting  himself  just  because  20  or  30  years  later  or 
even  longer  he  is  going  to  receive,  say,  not  to  exceed  a dollar  a day. 

The  Chairman.  But  is  it  not  probable  that  with  this  dollar  a day 
you  have  mentioned  there  will  be  an  effort  made,  and  the  tendency 
and  even  perhaps  the  effect  will  be  to  increase  that  amount.  It  is 
just  starting  now,  a dollar  a day.  Once  you  start  a system  of  that 
kind  they  will  say,  ‘‘That  is  not  adequate  at  all;  we  cannot  live  and 
maintain  ourselves  in  decency  on  a dollar  a day.”  In  all  probability 
will  not  that  be  very  greatly  increased,  in  your  opinion? 

Mr.  Nordlin.  That  would  be  true  if  you  did  not  start  j^our  con- 
tributing system.  If  you  did  not  start  a contributing  system  and  you 
left  your  State  systems  there,  possibly  the  natural  effect  would  be  to 
increase  the  amounts. 

The  Chairman.  In  order  to  make  the  amount  from  the  contributing 
system  adequate  3^011  would  either  have  to  supplement  it  or  lev}"  a 
much  heavier  tax  than  is  contemplated  in  this  bill,  would  you  not? 

Mr.  Nordlin.  That  depends  upon  conditions  that  you  face  in  the 
future. 

The  Chairman.  Thank  you  for  your  presence  and  for  the  inter- 
esting information  you  have  given  the  committee. 

The  next  witness  is  Benjamin  C.  Marsh,  of  Washington  , D.  C., 
representative  of  the  Peoples  Lobby. 

STATEMENT  OF  BENJAMIN  C.  M.ARSH,  REPRESENTING  THE 

PEOPLES  LOBBY 

Mr.  Marks.  Mr.  Chairman,  and  members  of  the  committee;  I 
should  state  in  the  beginning  that  the  Peoples  Lobby  is  not  particu- 
larly interested  in  unemployment  insurance,  because  we  realize  that 
it  is  too  late  for  unemployment  insurance  to  do  much  good.  What 
we  have  to  have  is  socialization  of  basic  industries  and  natural 
resources,  and  nothing  like  this.  But  I would  point  out  that  the 
Townsend  bill  is  no  more  fantastic  and  no  more  cruel  and  no  more 
dishonest  than  the  so-called  “security  bill”  which  has  been  presented 
to  your  committee.  The  real  name  for  it,  as  I shall  point  out  with 
rather  detailed  information  from  the  Committee’s  own  reports  is 
“The  Insecurity  Bill  to  Evade  the  Responsibility  for  Meeting  the 
Unemployment  Situation.  ” 
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In  the  report  of  the  Committee  the  statement  is  made  on  page  8 
that: 

Public  employment  is  not  the  final  answer  to  stranded  communities,  declining 
industries  and  impoverished  farm  families,  but  is  a necessary  supplement  to  more 
fundamental  measures  for  the  solution  of  such  problems. 

We  know  perfectly  well  that  if  something  like  8 or  9 million  unem- 
ployed are  ever  going  to  be  reemployed  in  America  they  are  going  to 
be  employed  by  the  Government.  This  proposal  is  designed  or 
devised,  which  ever  way  you  want  to  put  it,  to  be  a substitute  and 
to  permit  the  postponement  of  the  inevitable.  But  it  does  not  do 
that. 

1 want  to  take  it  up  by  sections.  Take  the  old-age  pensions.  It 
is  stated  in  this  report  that  in  1930  there  were  6)4  million  people  over 
65  years  of  age  in  this  country,  representing  5.4  percent  of  the  entire 
population.  That  is  to  increase  in  5 years  to  6.3  percent,  and  in 
1960  to  9.3  percent,  and  so  on.  Then  it  says,  lower  down: 

At  this  time  a conservative  estimate  is  that  at  least  one-half  of  the  approxi- 
matel}^  7,500,000  people  over  66  years  now  living  are  dependent. 

In  other  words,  you  have  about  4,000,000  people  over  65  years  of 
age,  dependent.  And  what  is  the  humanitarian  program  of  the  “new 
deal  ”,  for  fhese  4,000,000  unemployed,  who  will  curse  the  day  the 
“new  deal”  was  born,  and  they,  too.  Well,  in  the  fiscal  year  ending 
1936  you,  the  Federal  Government,  are  to  pay — I know  the  States 
will  supplement  it — $50,000,000  to  look  after  4,000,000  people  over 
65  years  of  age.  Great  Scott!  Shylock  in  his  worst  moments  never 
would  dare  a thing  like  that.  This  is  just  an  effort  to  prevent  the 
rich  from  paying  taxes,  and  ever,ybody  knows  it.  Let  me  suggest 
that  you  look  up  the  report  by  a Democratic  paper,  the  New  York 
Times,  an  article  a week  ago  j^esterda}^  b}?-  Louis  Stark,  pointing  out 
how  this  Committee  repudiated  statements  of  its  experts.  Invite 
Mr.  Stark  up  here.  He  is  a very  able  man,  and  he  will  give  you  a lot 
of  information.  I hate  to  say  this,  because  the  Chairman  of  this 
Committee,  Frances  Perkins,  and  I lived  in  the  same  settlement  in 
New  York  for  years.  I have  known  Harry  Wallace.  I knew  young 
Morgenthau  when  he  was  a kid.  He  never  had  any  indication  of 
capacity  then. 

Mr.  Vinson.  Will  the  gentleman  yield?  Is  that  the  same  Mr. 
Louis  Stark  that  used  to  make  the  estimates  for  Mr.  Mills  and  Mr. 
Mellon  down  at  the  Treasury? 

Air.  AIarsh.  No.  I think  he  has  been  the  labor  reporter  on  the 
New  York  Times  for  years.  I never  knew  of  his  being  there. 

Mr.  Vinson.  There  was  a Mr.  Stark  who  was  an  actuary  down  here 
under  Air.  Mills  and  Mr.  Mellon. 

Air.  AIarsh.  I think  it  is  another  one.  They  admitted  they  re- 
pudiated the  reports  of  their  experts. 

Air.  Hill.  You  have  spoken  about  the  Coihmittee.  Which  com- 
mittee are  you  referring  to? 

Air.  Marsh.  The  President’s  Committee  on  Economic  Security, 
which  signs  this  statement:  Frances  Perkins,  chairman;  Henry 
Morgenthau;  Cummings,  whom  I do  not  know;  Wallace,  I know; 
and  Harry  Hopkins,  I know  well. 

I do  not  know  as  I blame  them,  because  of  course  they  were  practi- 
cally under  supervision. 
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But  let  me  point  out  the  fictitiousness  and  injustice  of  this.  May  1 
say  this  for  a moment:  I have  heen  studying  some  dictatorships 
abroad  this  summer.  I was  in  Russia,  Poland,  Germany,  and  a few 
other  places.  I very  much  prefer  our  old  Ameripan  method  of  a 
legislative  body  which  will  discuss  things  put  out  a president  or  a 
czar  or  a dictator  or  what  not.  I am  glad  you  are  doing  it.  I know 
that  a lot  of  you  men  do  not  like  the  principles  involved  in  this 
proposal. 

I do  not  want  to  say  anything  about  the  testimony  of  the  very  able 
and  conscientious  head  of  the  Children’s  Bureau  who  appeared  this 
morning.  Miss  Lenroot,  but  there  are  apparently  today  a million 
children  in  very  poor  families.  I do  not  see  how  they  are  going  to  be 
taken  care  of  on  $25  apiece  for  a million  children.  I do  not  believe 
a single  member  of  either  branch  of  Congress  would  consider  that 
worthy  of  consideration  as  an  allowance  for  their  children. 

Let  us  come  to  this  so-called  “unemployment  insurance.”  For 
the  first  year  it  is  in  force  between  $4,900,000  and  $5,000,000  is  to  be  ) 

the  Federal  Government’s  subvention  of  unemployment  insurance. 

That  is  50  cents  a year  that  the  Federal  Government  is  to  contribute 
the  first  year,  on  the  basis  of  10,000,000  unemployed.  It  is  laughable 
and  ridiculous.  At  the  highest,  it  is  $5  a year.  Now,  why  was  it 
that  this  Committee  repudiated  the  advice  of  most  of  their  experts? 

They  were  not  quite  unanimous.  Vvhy  w^as  it  that  they  failed  to 
recommend  that  there  be  a national  unemployment-insurance  system? 

You  know,  and  I know.  I am*  not  a lawyer,  but  we  all  know  the 
Federal  Government  cannot  compel  any  State  to  establish  a State 
unemployment-insurance  system.  I cannot  do  it.  You  can  give 
them  a subvention,  and  I admit  you  can  pay  a larger  part  of  it,  but 
you  are  evidently  not  going  to  under  this  proposal. 

We  have  no  prospect  of  any  large  reduction  in  unemployment 
Take  your  allotment  of  10,000,000  for  relief.  Why,  onlj^  a few  months 
ago  Isador  Lubin,  the  Commissioner  of  Labor  Statistics,  said  that 
about  2,500,000  people  were  going  to  have  to  be  employed  by  the 
Government  in  recreational,  educational,  and  health  work.  You 
cannot  put  it  at  less  than  an  average  of  a thousand  dollars.  You  can 
figure  out  for  yourself  that  that  means  $2,500,000,000.  And  a lot 
of  it  has  got  to  be  in  health  work. 

As  to  the  contributions  bj^  the  individuals,  I might  say  I discussed 
this  on  the  N.  B.  C.  hook-up  the  other  day,  and  I am  going  to  again 
next  week,  Saturday.  I made  a world-wide  radio  broadcast  in  Boston  | 

Sunday  night  last.  The  American  Federation  of  Labor  points  out 
that  the  average  wage  paid  is  43  percent  less  than  needed  to  main- 
tain a decent  standard  of  living,  $813  less.  All  right.  Suppose  you 
compel  the  fellow  to  pay  even  1 or  2 percent  out  of  that  deficit  of  43  ^ 

percent  of  what  he  needs;  you  are  reducing  the  standard  of  living 
and  it  is  utterly  cruel,  .besides  being  stupid. 

It  is  proposed  that  there  shall  be  a tax  on  pa}^  rolls.  The  fact  is, 
that  the  smaller  the  pay  roll,  in  the  main,  the  larger  the  profit  of  the 
corporation,  because  the  small  pay  roll  mea,ns  that  the  corporation 
with  large  funds  has  installed  labor-saving  and  profit-making  ma- 
chinery. Therefore  this  is,  in  effect,  like  a good  deal  of  our  N.  R.  A. 
legislation,  a direct  attack  and  injury  to  the  little  fellow  and  I hold 
no  brief  for  the  little  fellow  if  he  is  inefficient,  but  the  fact  remains 
that  a lot  of  them  are  quite  as  efficient  as  a big  unit  of  production. 
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but  they  have  a larger  pay  roll,  because  they  are  employing  people 
for  the  reason  that  they  cannot  afford  to  buy  expensive  machinery. 

I am  not  going  to  make  a long  argument.  You  have  been  listen- 
ing all  day.  But  let  me  suggest  that  the  only  practical  way  out  in 
our  judgment,  if  we  are  going  to  have  unemployment  insurance — 
and  let  me  repeat,  this  is  not  a panacea,  it  is  only  a filler-in.  Of 
course,  Russia  has  an  unemployment-insurance  system;  but  as  this 
committee  notes,  they  have  not  paid  any  unemployment  insurance 
since  1930  because  they  have  put  people  to  work — a much  better 
scheme,  on  the  whole.  But  if  you  are  going  to  have  an  unemploy- 
ment-insurance system,  the  full  responsibility — ^except  for  the  highly 
paid  workers,  I would  say,  over  $1,500  or  $2,000 — for  the  maintenance 
of  the  fund  must  rest  upon  Federal  and  State  Governments  primarily, 
possibly  some  from  local  government.  The  reason  is,  those  are  the 
only  agencies  which  can  get  the  money  in  an  equitable  way. 

I do  not  know  how  much  it  is  going  to  cost.  I understand  that  you 
had  Dr.  Moulton  here  this  afternoon — -I  was  not  able  to  be  here. 
Am  I correctly  informed,  Mr.  Chairman?  1 v/as  not  able  to  be  here. 
MajT^  I ask  if  I may  read  into  the  record  a summar}^,  only  about 
eight  or  nine  hundred  words,  or  possibly  twelve  hundred,  of  a report 
on  the  British  unemployment-insurance  system,  giving  some  figures 
of  the  contributions  made.  It  is  a very  short  statement  which  I 
would  like  to  read,  if  I may  do  so,  so  as  to  save  time. 

Mr.  Hill  (presiding).  The  gentleman’s  time  has  expired  now. 

Mr.  Reed.  Is  that  the  statement  by  the  Brookings  Institute? 

Mr.  Marsh.  Yes. 

Mr  Reed.  Is  there  any  objection  to  putting  it  into  the  record? 

Mr.  Hill.  Without  objection,  it  may  be  inserted  in  the  record. 

(The  statement  referred  to  is  as  follows:) 

The  British  Attack  on  Unemployment 

Unemployment  insurance  in  Great  Britain  has  brought  benefits  to  industry 
and  the  nation  which  “probably  offset  any  disadvantages  arising  from  the  cost  of 
premiums”,  according  to  a study  of  “The  British  Attack  on  Government,”  by 
A.  C.  C.  Hill,  Jr.,  and  Isador  Lubin,  published  by  the  Brookings  Institution  of 
Washington. 

The  book  is  most  timely  in  view  of  pending  social  security  legislation. 

The  authors  term  such  insurance  preferable  to  any  workable  relief  system  yet 
devised  from  the  standpoint  of  maintaining  the  workers’  morale.  Although 
agreeing  that  “no  system  of  unemployment  relief  can  completely  escape  the 
danger  of  demoralizing  some  of  its  beneficiaries”,  they  nevertheless  insist  that, 
“For  every  British  worker  demoralized,  a score  may  owe  their  self-respect  and 
personal  integrity  to  national  unemployment  insurance.” 

The  authors  report  that  the  British  fund  in  the  14  years  ending  with  March 
1934,  had  incurred  a deficit  of  approximately  $671,000,000,  with  the  pound  sterling 
at  its  old  parity  of  $4.8665.  Of  the  total  cost  of  $4,486,000,000,  employers  and 
workers  paid  $2,126,000,000  and  the  National  Government  $886,000,000  in 
premiums.  The  remainder,  excepting  a $107,000,000  surplus  carried  over  from 
the  earlier  fund  which  had  existed  since  1911,  came  from  the  Treasury.  In  all 
but  3 of  the  14  years,  deficits  resulted. 

Disbursements  of  $788,000,000  were  made  by  the  fund  in  furnishing  outright 
poor  relief  rather  than  actual  unemployment  insurance  benefits,  as  the  two  were 
not  segregated  completely.  This  situation  was  brought  about  by  easing  of  .benefit 
requirements.  Such  payments  were  in  addition  to  other  large  expenditures  for 
direct  poor  relief,  made  chiefly  by  various  governmental  subsdivisions. 

“British  experience,”  the  authors  say,  “clearly  indicates  that  an  unemploy- 
ment insurance  fund  can  maintain  its  financial  solvency  only  by  limiting  the 
period  of  unemployment  for  which  it  assumes  liability”. 
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They  deny  that  the  cost  of  unemployment  insurance  increased  prices  so  as  to 
crippl  consumption  and  reduce  exports,  as  has  been  charged  by  some  employ- 
ers, and  assert  the  cost  to  the  employer  has  been  an  “insignificant”  factor  in 
cost  of  production.  For  the  14  years  they  place  it  at  a maximum  of  1 percent 
of  the  wage  bill  in  manufacturing  and  mining,  wherein  practically  all  workers 
are  insured. 

They  hold  “the  benefits  which  have  accrued  to  industry  and  to  the  Nation  as  a 
result  of  unemployment  insurance  probably  offset  any  disadvantages  arising  from 
the  cost  of  premiums.  Labor  reserves  have  remained  in  fair  condition,  the  civil 
peace  has  been  well  preserved,  property  loss  resulting  from  discontented  labor 
has  been  almost  negligible,  and  purchasing  power  for  certain  consumers’  goods 
has  been  remarkably  well  maintained.  It  is  peculiarly  significant  that  industries 
which  rely  on  the  many  small  purchases  of  the  ‘rank  and  file’,  such  as  the  manu- 
facture of  tobacco,  furniture,  the  publication  of  newspapers,  and  the  distribution 
of  commodities  have  suffered  little  from  unemployment”. 

“Constant  tinkering  with  the  requirements  for  unemployment  benefits”, 
the  authors  say,  “has  made  it  impossible  to  maintain  the  British  unemployment 
insurance  fund  in  a state  of  solvency”. 

For  the  decade  prior  to  1931,  when  the  average  percentage  of  unemployment  is 
placed  by  the  authors  at  approximately  four  times  that  of  the  previous  half 
century,  “successful  governments  permitted  unemployed  persons,  and  even  gave 
them  the  legal  right,  to  draw  benefits  from  the  national  unemployment  insurance 
fund  despite  the  fact  that  thej^  had  exhausted  legitimate  insurance  claims.  The 
cost  of  this,  as  well  as  that  of  other  relaxations,  was  met  by  doubling  premium 
contributions,  by  loans  from  the  treasury,  and  beginning  in  1930,  by  an  outright 
Treasury  grant.  Late  in  1931,  a clear  demarcation  Ijetween  insurance  and  relief 
was  made  for  the  first  time”. 

The  authors  assert  that  the  system,  whereby  contributions  are  made  by  the 
w’orkers,  employers,  and  the  government,  provides  “excellent  checks  and  bal- 
ances. ” 

“The  wage  earner,”  they  say,  “realizes  that  if  benefits  are  to  be  extended  or 
conditions  relaxed,  he,  as  well  as  his  employer,  must  deduct  the  additional  con- 
tributions from  current  income,”  but  they  hold  the  employer  should  contribute 
in  order  that  he  may  pay  “at  least  part  of  the  social  cost  of  preserving  his  labor 
reserves,  of  installing  labor-saving  devices,  of  failing  to  stabilize  production  and 
of  poor  employment  practices.” 

“The  Treasury  should  contribute  because  linemployment  is  a public,  as  well 
as  an  industrial,  problem.  Irregular  employment  growing  out  of  consumer  whims 
and  fads  may  thus,  to  some  extent,  be  paid  for  by  the  consumer  in  the  form  of 
taxes.” 

They  also  pointed  out,  contributions  by  the  State  place  unemployment  resulting 
from  such  circumstances  as  blockades,  wars,  embargoes,  discriminatory  tariffs 
or  monetary  instability  on  the  shoulders  of  the  sovereign  power. 

Among  the  other  instruments  for  dealing  with  unemployment  in  Great  Britain 
discussed  by  the  authors  are  public  works,  transferring  of  unemployed  workers  to 
overseas  colonies  and  possessions  and  the  retraining  of  workers. 

“Relief  works,”  say  the  authors,  “have  been  limited  in  quantity  and  ineffec- 
tively planned  and  organized.”  Many  of  the  public  works  projects  never  went 
beyond  the  blueprint  stage  and  relief  work  never  provided  employment  for  more 
than  a small  fraction  of  the  unemployed,  they  add. 

The  failure  of  public  works  substantially  to  relieve  unemployment  in  Great 
Britain  is  attributed  among  other  things  to  lack  of  advance  planning  and  diffi- 
culties encountered  in  taking  over  land  from  private  owners. 

“Neither  the  size  of  the  program  nor  its  timing  was  such  as  to  afford  it  an 
opportunity  markedly  to  affect  the  general  industrial  situation  in  the  British 
Isles.” 

Mr.  Marsh.  I will  close,  then,  if  my  time  has  expired,  but  I suggest 
that  you  revamp  this  bill  and  revamp  it  on  the  ability  to  pay  for  the 
unemployment  insurance.  The  present  scheme  is  to  make  the  unem- 
ployed pay  for  their  own  salvation,  and  a little  minus  anything  is  not 
enough. 

May  I take  one  minute  to  tell  you  where  to  get  the  money?  This 
is  from  the  New  York  Sun  and  the  Journal  of  Commerce. 

Mr.  Hill  (presiding).  Without  objection,  you  may. 
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Mr.  Marsh.  The  New  York  Sun  reports  dividend  and  interest 
payments  last  year,  1934,  were  $6,600,000,000,  compared  with 
$6,500,000,000  in  1933,  and  $6,900,000,000  in  1932.  Dividends  and 
interest  payments  to  investors  in  1932,  the  worst  year  of  the  de- 
pression, were  $2,500,000  more  than  in  1929.  In  1929  the  investor 
received  $6,887,650,000  and  in  1932  he  received  $6,900,000,000. 

The  total  dividend  and  interest  payments  for  the  5 years  of  the 
depression  were  $10,000,000,000  greater  than  for  the  5 years  before  the 
depression.  I do  not  need  to  give  any  argument  on  that,  but  I will 
point  out  to  you  that  to  say  to  the  unemployed  man,  “You  cannot 
draw  a sou  until  you  have  been  employed  for  4 weeks;  you  can  get 
only  half  the  wage  which  at  best,  was,  say,  three-fifths  of  the  amount 
you  needed  to  live  on;  and  you  can  draw  it  for  only  a maximum  of 
20  to  26  weeks”,  while  you  permit  the  dividend  and  interest  payments 
to  continue  to  pile  up,  is  brutal  and  inhuman,  besides  which  it  is  short- 
sighted. It  is  going  to  knock  us  in  the  hole  worse  than  we  are  today. 

If  Government  assumes  the  responsibility  for  unemployment,  it 
has  to  see  that  people  have  a decent  wage — a decent  wage;  I do  not 
say  a luxury  wage — during  the  time  that  they  are  employed,  whether 
it  is  1 year  or  2 years,  or  whatever  period  of  time  it  may  be. 

I thank  you  for  your  courtesy.  From  your  faces  I know  I have 
voiced  the  sentiment  of  quite  a few  members  of  this  committee, 
which  I trust  you  will  express,  remembering  that  we  still  have  the 
right  of  freedom  of  speech,  including  that  of  Members  of  Congress. 

The  Chairman.  I hope  you  observe  no  disposition  on  the  part  of 
this  committee  to  deprive  you  of  that  right. 

Mr.  Marsh.  You  have  been  very  courteous,  and  I always  have 
enjoyed  your  kindness. 

The  Chairman.  The  next  witness  is  Hon.  James  W.  Mott. 

STATEMENT  OF  HON.  JAMES  W.  MOTT,  A REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  OREGON 

The  Chairman.  Please  state  the  relation  in  which  you  appear.  Do 
you  appear  in  advocacy  of  the  bill? 

Mr.  Mott.  Yes;  the  old-age-pension  bill.  I am  here  as  a Repre- 
sentative from  the  First  District  of  Oregon,  on  my  ovm  initiative. 

Gentlemen,  I am  very  glad  to  have  an  opprtunity  to  leave  a thought 
or  two  m connection  with  the  old-age-pension  bill  with  this  committee, 
which  for  the  first  time  in  the  history  of  our  country  is  going  to  report 
out  an  old-age-pension  bill  which  has  assurance  of  becoming  law.  The 
bill  recommended  by  the  President  is  not  satisfactory  to  me.  I do 
not  think  it  is  satisfactory  to  anyone  who  has  made  a long  study  and 
has  taken  a great  interest  in  the  subject  of  Federal  old-age  pensions. 
But  I shall  be  very  glad  to  have  the  bill  passed,  and  if  we  can  get  no 
better  bill  than  the  one  which  has  been  introudced  in  Congress,  known 
as  the  “administration’s  bill”,  still  I shall  be  very  glad  because  it 
shall  at  least  be  a start. 

While  I have  never  pledged  myself  to  any  particular  plan  of  a 
Federal  old-age  pension,  and  while  the  old-age-pension  scheme  of 
Dr.  Townsend  may  sound  fantastic,  nevertheless  I think  that  he 
has  been  a contributing  factor  toward  bringing  about  the  enactment 
of  an  old-age-pension  law,  because  he  at  least  has  made  the  country 
old-age-pension  conscious. 
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I was  a member  of  my  own  State  legislature  for  many  years  before 
I came  to  Congress.  It  was  my  privilege  and  good  fortune  to  have 
been  the  coauthor  of  the  hrst  old-age-pension  law  to  be  introduced 
into  the  legislature  of  my  own  State.  I was  the  first  man  in  my  own 
State,  or  one  of  the  very  first,  who  announced  the  proposition  that 
old-age  pensions  would  ultimate^  be  a matter  under  exclusive  Federal 
jurisdiction.  I think  I was  the  first  man  from  Oregon  elected  to 
Congress  on  a platform  a part  of  which  was  a declaration  in  favor  of  a 
Federal  old-age  pension. 

1 hope  that  the  bill  that  you  are  now  considering  may  be  reported 
out  under  an  open  rule,  so  that  there  will  be  an  opportunity  for  full 
discussion  and  amendment  of  the  bill  in  Congress. 

I think  that  the  only  proper  kind  of  an  old-age-pension  law  is  a law 
providing  for  a pension  large  enough  to  support  the  pensioner  in 
decency  and  comfort  after  he  has  passed  the  age  of  economic  useful- 
ness, and  to  retire  him  from  the  field  of  competition.  A pension 
larger  than  that  is  probably  unneccessary,  and  a pension  smaller  than 
that  is  not  great  enough  to  fulfill  what  I believe  to  be  the  real  function 
of  an  old-age  pension. 

We  are  always  going  to  have,  in  my  opinion,  a permanent  unem- 
ployment problem.  By  an  old-age  pension  a part  of  this  problem 
can  be  met.  There  are  now,  it  is  said,  about  20,000,000  people  in 
this  country  out  of  work  who  are  on  the  relief  rolls,  and  who  are  doing 
made  work. 

Our  job,  if  we  can  do  it,  is  to  get  back  into  private  industry  all 
of  the  people  who  are  able  to  do  the  work  required  by  modern  indus- 
try. I think  in  order  to  do  that  we  will  have  to  pass  some  legislation 
to  enable  industry  to  reemploy  these  people,  and  that  we  will  have 
to  shorten  the  hours  of  labor  so  that  the  employment  can  be  spread 
over  as  great  an  area  as  possible.  But  when  all  that  is  done,  no 
matter  to  what  extent  you  lower  the  hours  of  labor,  no  naatter  what 
guarantee  you  give  the  employee  in  the  matter  of  getting  a wage 
large  enough  to  sustain  himself,  under  our  modern  system  of  industry 
where  people  are  continuously  and  increasingly  displaced  by  perfected 
machinery  we  are  always  due  to  have  a permanent  unemployment 
problem.  A part  of  that  can  be  taken  care  of  by  a Federal  old-age 
pension.  If  we  could  have  an  old-age  pension  which  would  take  them 
out  of  competition  with  those  who  have  not  yet  reached  the  end  of  their 
economic  usefulness,  if  we  could  retire  them  in  decency  and  comfort 
so  that  they  would  not  have  to  compete  with  younger  men,  we  would 
have  solved  a part,  at  least,  of  our  unemployment  problem. 

Mr.  Vinson.  I would  like  to  get  some  information  from  you  in 
regard  to  the  status  of  the  old-age  pensions  in  Oregon,  Mr.  Mott. 
What  is  the  age  limit? 

Mr.  Mott.  The  age  limit  is  70  in  Oregon. 

Mr.  Vinson.  How  many  persons  have  qualified  for  the  old-age 
pensions? 

Mr.  Mott.  I could  not  give  you  the  figures  on  that  offhand,  but 
they  are  obtainable. 

Mr.  Vinson.  Approximately  how  many? 

Mr.  Mott.  I have  not  had  information  to  make  even  a good  guess. 
The  old-age-pension  bill  was  passed  just  before  I left  Oregon  for  the 
Seventy-third  Congress,  and  the  extent  of  it  I do  not  know.  I only 
know  that  it  is  a very  inadequate  pension,  and  personally  I am  ashamed 


ECOliTOMIC  SECURITY  ACT  485 

of  it.  It  is  not  the  bill  that  I wanted  at  all,  and  I was  not  in  the  legis- 
lature when  it  passed. 

Mr.  Vinson.  What  are  the  benefits  conferred  by  the  bill? 

Mr.  Mott.  The  provisions  are  those: 

When  a person  reaches  the  age  of  70  years,  if  he  can  prove  that  he  is 
not  able  to  support  himself,  that  he  has  no  relatives  to  support  him, 
then  he  is  entitled  after  meeting  residence  qualifications,  to  such  a 
pension  as  the  county  in  which  he  lives  may  be  able  to  give  him.  It  is 
financed  by  our  old,  obsolete  ad  valorem  land  tax.  In  the  county 
where  I live  I should  say  that  the  average  monthly  pension  for  these 
old  people  would  not  exceed  about  $10  a month,  and  even  at  that  it  is  a 
very,  very  great  burden  upon  the  taxpayers  of  the  county  to  give  this 
pension. 

Mr.  Vinson.  Might  I say  in  that  connection  that  in  the  supplement 
to  the  report  of  the  President’s  Committee  on  Economic  Security, 
table  14,  they  set  forth  the  fact  that  the  old-age  pensions  in  Oregon  are, 
as  you  say,  administered  by  the  county  and  that  there  is  no  information 
available  for  the  State. 

Mr.  Mott.  There  is  very  little. 

Mr.  Vinson.  The  point  I had  in  mind  was  the  burden  that  Oregon 
was  already  sustaining  with  reference  to  old-age  pensions,  but  evidently 
it  is  not  obtainable. 

Mr.  Mott.  I would  not  say  I think  it  is  not  obtainable.  I think  I 
can  get  you  more  information  than  you  have  there. 

Mr.  Vinson.  The  Committee  on  Economic  Security  says  it  is  not 
obtainable. 

Mr.  Mott.  I can  get  better  information  than  that,  if  they  sim^ply 
say  they  did  not  know  anything  about  it.  I will  say,  however,  that 
it  IS  a very  inadequate  pension.  The  method  of  financing  is  wrong. 
The  agency  which  does  the  financing  is  wrong.  The  system  of  raising 
revenue  is  all  wrong. 

Mr.  Cooper.  Do  you  have  a local  committee  or  commission  or 
official  agency  in  each  county  to  pass  on  questions  of  qualification? 

Mr.  Mott.  The  county  court  is  that  agency. 

Air.  Cooper.  You  mean  every  person  has  to  appear  before  the 
county  court? 

Air.  Mott.  Yes. 

Mr.  Cooper.  And  present  the  proof  of  his  qualifications  for  the 
pension? 

Air.  AIott.  That  is  correct.  In  1 year  the  pensioner  may  get  $10; 
in  another  year  if  the  county  is  not  able  to  raise  enough  money, 
perhaps  he  will  get  only  $5.  In  another  year  he  might  get  $20. 

Air.  Vinson.  Part  of  the  liquor  tax  is  allocated  there,  is  it  not? 

Air.  Mott.  It  may  have  been  by  action  of  the  last  legislature.  I 
am  not  quite  sure  of  that.  But  the  bulk  of  the  revenue  to  finance  our 
State  old-age  pension  is  raised  by  the  ad  valorem  property  tax. 

The  Chairman.  Mr.  Mott,  this  pensioner  applying  for  benefits 
under  your  State  law  is  required  to  prove  himself  unable  to  support 
himself;  is  he?  That  means  he  has  to  be  unable  both  financially  and 
physically  to  support  himself? 

Air.  AIott.  That  is  correct.  Also,  there  is  a property  limitation. 

I believe  it  is  $5,000.  If  he  has  more  property  than  that  he  is  not 
eligible  at  all.  I would  not  be  quite  certain  as  to  the  exact  amount. 
There  also  is  a provision  in  the  bill  that  the  State  or  the  county  upon 
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the  death  of  the  pensioner  shall  have  a first  lien  upon  his  property 
out  of  which  to  reimburse  itself  for  any  pension  that  it  has  paid  the 
pensioner. 

The  Chairman.  You  speak  of  the  amount  of  property  which  he 
may  have  in  excess  of  which  he  cannot  get  the  benefits  under  this 
law.  Does  that  mean  the  income  from  this  property  must  be  sufh- 
cient  to  support  him? 

^Ir.  Mott.  No. 

The  Chairman.  If  he  can  sell  the  property  and  support  himself  out 
of  the  proceeds,  is  he  required  to  do  that  before  he  can  get  the  bene- 
fits under  the  law? 

Mr.  Mott.  He  would  not  be  entitled  to  the  pension  at  all  if  he 
could  sell  the  property  and  from  the  revenue  support  himself. 

Mr.  Disney.  You  stated  substantially  that  this  instant  bill  is 
inadequate.  Can  you  point  out  succinctly  what  the  inadequacies  of 
this  bill  are? 

Mr.  Mott.  Yes.  I would  say  that  under  our  law  the  average 
pension  in  Oregon  vvould  be  under  $10  a month.  If  I understand 
the  pending  bill  correctljq  the  Federal  Government  would  contribute 
to  a State  which  had  an  old-age-pension  law  meeting  the  general 
requirements  of  this  bill  not  to  exceed  the  amount  that  the  State 
itself  paid.  If  I do  not  have  that  right  I would  ask  you  this  question: 
If  under  our  Oregon  State  law  the  average  pension  is  $10,  what  would 
the  average  pensioner  there  receive  after  this  bill  becomes  a lawq  if  it 
becomes  a law'  without  an  amendment? 

Mr.  Cooper.  $10  from  the  State  of  Oregon  and  $10  from  the 
Federal  Government. 

Mr.  Mott.  It  wmuld  be  $20  in  all;  which  in  my  opinion,  of  course, 
is  not  an  adequate  or  proper  old-age-pension  law,  because  it  would 
not  afford  a sufficient  to  the  pensioner  to  retire  him  in  decency  and 
comfort  and  take  him  out  of  competition. 

Mr.  Disney.  How  much  wmuld  jmu  suggest  would  be  sufficient? 

Mr.  Mott.  I would  suggest  that  the  amount  should  not  be  less 
than  $50  a month.  I do  not  believe  that  a person  can  support  him- 
self in  decency  and  comfort  and  enable  himself  to  retire  from  compe- 
tition with  younger  people  on  a pension  of  less  than  $50. 

Mr.  Cooper.  Would  your  State  of  Oregon  be  able  to  pay  $25  to 
each  person  wdio  qualified  if  the  Federal  Government  paid  $25? 

Mr.  Mott.  I am  sure  that  it  would. 

Mr.  Vinson.  You  are  getting  pretty  close  to  $50;  if  they  will  pay 
$25  and  the  Federal  Government  $15,  that  would  make  $40,  so  you 
would  be  getting  considerably  closer  to  $50  than  the  aged  are  getting 
now  in  Oregon. 

Mr.  Mott.  Oh,  that  is  quite  correct.  I believe  my  first  statement 
was  that  in  my  opinion  this  pending  bill,  if  it  passed  without  amend- 
ment, would  be  better  than  nothing;  but  it  is  not,  in  my  opinion,  an 
adequate  bill  at  all. 

Mr.  Disney.  What  is  your  thought  about  the  Townsend  plan? 

Mr.  Mott.  You  do  not  want  me  to  discuss  the  Townsend  plan, 
do  you? 

Mr.  Disney.  I was  inquiring  what  your  judgment  of  the  Townsend 
plan  was. 

Mr.  Mott.  I do  not  want  to  discuss  the  Townsend  plan  here.  I 
know  that  this  committee  is  not  considering  the  Townsend  plan. 
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Mr.  Disney.  Nearly  every  witness  here  has  had  something  to  say 
about  it. 

Mr.  Mott.  If  you  want  me  to  say  something  about  the  Townsend 
plan  I will  say  this,  without  discussing  its  merits; 

The  Townsend  plan  has  received  the  endorsement  and  enthusiastic 
approbation,  almost  a religious  approbation,  of  more  people  than 
have  ever  expressed  their  adherence  to  any  law,  either  State  or  Nation- 
al. My  mail  carries  about  100  letters  a day  from  my  own  district 
in  Oregon  asking  me  to  support  the  Townsend  plan.  Of  course,  the 
people  who  write  these  letters  do  not  know  that  the  Townsend  bill 
will  never  reach  the  House  for  a vote.  They  do  not  know  anything 
about  the  procedure  of  Congress.  But  since  this  question  has  been 
raised,  I would  say  that  in  my  opinion  it  would  be  a very  wise  thing 
for  this  committee  to  hold  hearings  on  the  Townsend  bill,  on  Mr. 
McGroarty’s  bill,  to  take  all  the  testimony  that  the  sponsors  of  that 
bill  would  like  to  give  in  connection  with  it,  to  give  it  a fair  and  im- 
partial hearing,  whether  you  believe  in  it  or  not.  That,  at  least, 
would  show  the  millions  of  people — and  I should  say  that  there  are 
at  least  150,000  signers  of  petitions  in  my  own  district — that  the 
committee  was  willing  to  have  a fair  hearing.  Now,  I am  not  telling 
you  what  you  should  do  in  regard  to  the  Townsend  bill.  The  Towns- 
end bill  is  not  before  you. 

Mr.  Cooper.  If  the  gentleman  will  permit,  it  is  pending  before 
this  committee. 

Mr.  Vinson.  And  Mr.  Townsend  will  appear  as  a witness,  as  I 
understand. 

Mr.  Mott.  You  do  not  intend  to  have  any  hearings  on  the  Town- 
send bill,  do  you? 

Mr.  Cooper.  If  you  will  notice  the  committee’s  calendar  you  will 
observe  that  on  Friday,  February  1,  Dr.  F.  E.  Townsend,  of  Long 
Beach,  Calif.,  is  listed  as  the  third  witness  that  day. 

Mr.  Mott.  On  the  Townsend  bill  or  on  the  subject  of  old-age 
pensions? 

Mr.  Cooper.  He  is  listed  here  as  a witness  on  anything  he  wants  to 
talk  about,  within  the  scope  that  we  are  considering. 

Mr.  Mott.  That  is  not  a hearing  on  the  Townsend  bill.  I really 
think  that  the  committee  should  have  a hearing  on  the  Townsend  bill. 
As  I said  a while  ago,  I am  not  discussing  the  Townsend  bill,  but  I am 
glad  to  leave  that  impression  with  you. 

Another  thought  that  I have  always  had  is  this,  that  an  old-age 
pension  should  be  a subject  of  exclusive  Federal  jurisdiction  for  many 
reasons ; the  problem  is  a national  one.  While  conditions  have  changed 
to  some  extent  in  different  parts  of  the  country,  the  problem  is  pretty 
much  the  same  all  over. 

Another  reason  is  that  no  State  that  I know  of  is  really  able  tO' 
finance  an  adequate  old-age  pension  without  putting  on  themselves 
a burden  which  they  can  hardly  bear.  In  my  State  the  bulk  of  our 
State  revenue  is  raised,  as  I said  a moment  ago,  by  the  ad  valorem 
land  tax.  We  have  a small  income  tax  and  a small  intangibles  tax, 
but  it  does  not  raise  very  much  money. 

The  Chairman.  Do  you  have  a sales  tax? 

Mr.  Mott.  No.  We  have  no  sales  tax.  The  sales  tax  has  been 
up  before  the  people  several  times  and  has  always  been  defeated. 
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The  point  that  I am  trying  to  make  is  that  the  Federal  Govern- 
ment is  the  only  agency  which  has  an  adequate  system  and  a method 
of  raising  revenue  necessary  to  finance  governmental  activities,  and 
that  is  by  the  methods  of  taxation  that  are  employed  at  present  and 
which  the  States  can  employ. 

The  Chairman.  Mr.  Mott,  I believe  our  limit  of  time  has  been  10 
minutes.  You  have  spoken  about  20;  but  if  you  have  something 
further  you  wish  to  state,  the  committee  will  indulge  you. 

Mr.  Mott.  I did  not  know  there  was  a limit.  I am  sorry  I have 
encroached  upon  the  committee’s  time. 

The  Chairman.  You  may  submit  a brief,  or  if  there  is  anything 
further  you  wish  to  say  to  the  committee,  you  may  proceed. 

Mr.  Mott.  Thank  you  very  much. 

Those  are  the  thoughts  that  I wanted  to  leave,  that  the  pension 
should  not  be  less  than  $50  a month;  that  if  it  were  at  all  possible 
the  old-age  pension  should  be  an  exclusive  Federal  Government 
function  and  not  a State  function,  or  not  a division  of  responsibility 
between  the  two  agencies  of  government. 

The  Chairman.  You  mean  not  to  exceed  $50,  or  would  Amu  suggest 
a flat  pension  of  $50  under  some  conditions  as  to  what  would  be 
adequate  for  the  support  of  a family  in  decency?  Suppose  one  man 
owns  his  own  and  has  a garden  and  has  some  little  income — at  least, 
he  does  not  have  to  pay  amT-  rent,  and  therefore,  his  expenses  are 
very  much  reduced.  Anocher  man  has  to  live  in  a town  or  city  and 
has  to  pa}^  rent.  It  costs  him  two  or  three  times  as  much  to  live  as 
it  does  the  man  in  the  country. 

Mr.  AIott.  I have  given  considerable  thought  to  that  angle  of  it, 
and  it  is  my  own  judgment  that  it  should  be  a flat  rate.  If  a man 
and  a woman,  a husband  and  wife,  are  living  together  and  have 
attained  the  statutory  age,  I think  perhaps  two  full  pensions  would 
be  too  much;  one  and  a half  or  one  and  two-thirds  in  that  circumstance 
would  be  plently.  But  that  pension  in  any  case  should  be  a flat  rate 
and  not  contingent  upon  their  conditions. 

The  Chairman.  Suppose  they  had  an  income  of  half  the  amount 
necessary,  would  you  put  them  on  an  equal  basis  with  the  family 
that  had  no  income  at  all? 

Mr.  Mott.  If  they  had  a steady  income  that  could  be  depended 
upon,  I do  not  think  it  would  be  inqiroper  to  deduct  the  amount  of 
that  from  the  pension. 

One  more  suggestion,  if  I may  make  it  without  encroaching  too 
much,  is  that  I think  that  a part  of  the  revenue  for  the  financing  of  a 
Federal  old-age  pension  might  be  raised  by  a gross-income  tax  or  a 
combination  of  the  gross-income  tax  and  the  net-income  tax.  That 
is  a source  of  revenue  that  the  Federal  Government  has  not  yet 
tapped,  and  I think  it  is  well  worth  the  consideration  of  the  com- 
mittee in  figuring  out  ways  and  means  to  raise  the  necessary  revenue 
for  this  legislation. 

The  Chairman.  Would  you  limit  that  as  a separate  fund  and  segre- 
gate it  for  this  distinct  purpose,  or  would  it  go  into  the  Treasury? 

Mr.  Mott.  It  would  go  into  the  Treasury.  I had  in  mind  a 1 -per- 
cent gross-income  tax. 

Mr.  Vinson.  Is  that  in  addition  to  the  present  taxes? 

Mr.  Mott.  Yes.  I do  not  think  that  would  be  enough  to  finance 
a $50  pension  if  the  $50  were  paid  entirely  by  the  Government.  I 
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imagine  that  a 1 -percent  gross-income  tax  would  finance  a 50-50 
division  of  $50  between  the  State  and  the  Government.  But  it  was 
my  idea  that  if  a gross-income  tax  of  1 percent  could  be  levied  and  put 
into  the  Treasury  as  a part  of  the  old-age  fund,  it  would  be  an  addi- 
tional source  of  revenue  and  one  which  would  at  least  be  well  worth 
consideration  by  the  committee. 

The  Chairman.  Would  you  have  any  exemptions  on  this  1 percent? 

Mr.  Mott.  I would  not;  no. 

The  Chairman.  It  would  be  a fiat  1 -percent  income  tax? 

Mr.  Mott.  Yes.  And  I would  try  to  arrange  it  some  way  so  that 
the  return  could  be  made  in  connection  with  and  on  the  same  blank 
with  the  present  income-tax  returns  that  we  make  now. 

Thank  you  very  much,  gentlemen. 

The  Chairman.  We  thank  you,  Mr.  Mott,  for  your  appearance  and 
the  testimony  you  have  given  the  committee. 

At  this  point  the  committee  will  take  a recess  until  10  o’clock  to- 
morrow morning. 

(Whereupon,  at  4:30  p.  m.,  Jan.  29,  1935,  a recess  was  taken  until 
10  a.  m.,  Jan.  30,  1935.) 
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